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UNEMPLOYMENT INSURANCE 


WEDNESDAY, MAROH 21, 1984 


3 .Hovuse oF REPRESENTATIVES, 
SUBCOMMITTEE OF THE 
ComMITTEE ON Ways AND MEans, 
Washington, D.C. 


The subcommittee of the Committee on Wass and Means met at 
10 a.m., Hon. David J. Lewis (chairman) presiding. 
(The bill under consideration was H.R. 7659, which is as follows:) 


{H.R. 7650, 73a Cong., 2d sess.) 
A BILL To raise revenue by levying an excise tax upon employers, and for other purposes 


Be tt enacted by the Senate and House of Representatives of the United States of 


America in Congress assembled, 
DEFINITIONS 


Section 1. When used in this Act the term— 

“Employer” shall mean any person, partnership, association, corporation, or 
the legal representative, trustee in bankruptcy, receiver, or trustee thereof, or 
the legal representative of a deceased person, who or whose agent or predecessor 
in interest has, within-each of twenty or more calendar weeks in the taxable 
year, em loyed at least ten persons in employment subject to this Act, except 
that the term “employer” shall not include the Federal Government, the govern- 
ments of the several States, municipal corporations, or other governmental 
instrumentalities. In determining whether an employer employs enough per- 
sons to be an employer subject hercto, and in determining for what tax he fs 
liable hereunder, he shall, whenever he contracts with any subcontractor for any 
work which fs pert of his usual trade, occupation, profession, or business, be 
deemed to employ all persons employed by such subcontractor on such work, 
and ho alone shall be liable for the tax measured by wages paid to such persons 
for such work; except as any such subcontractor who would, in the absence of 
the foregoing proviston, be liable to pay said tax, accepts exclusive lability for 
said tax under an agreement with such employer made pursuant to regulations 
Eevunleated by the Commissioner of Internal Revenue with tho approval of the 

tetary of the Treasury. 

“Employment” shall mean any employment in which all or the greater part 
of the person’s work is, or was, performed within the continental United States 
under any contract of hire, oral or written, express or implied, whether such person 
was hired and paid directly by the omployer or through any other person employed 
by the employer, provided the employer had actual or constructive knowledge 
vf such contract; except that for the purposes of this Act it shall not inelude— 

1) employment as an ip erp aborer; 
2) employment in the domestic service of an family or person at his home; 

(3) employment as a teacher in any school, college, or university for the regular 
annual term for which such school, college, or university is in session; 

(4) employment as a physician, surgeon, interne, or nurse in a hospital, sna- 
torium, or other similar private-endowed institution not operated for profit; 

(5) employment of a physically handicapped person by an institution financed 
largely by charitable donations and organized not for profit but primarily for 
the relief and rehabilitation of such handicapped persons} 

(6) employment of the father, mother,, spouse, or minor child of the employer; 


i 
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(7) employment in the service of a common carricr subject to the provisions 
of the Emergency Railroad Transportation Act of 1933 (48 Stat. 211); 

(8) any employment for which unemployment compensation shall have been - 
provided directly by Act of Congress. 

“Pay roll” shall mean the total amount of all wages paid by the employer 

during the taxable vear to persons employed by him in employment subject to 
~ this Act; except that pay roll shall not include the wages pafd to a person em- 

loyed by the employer within such year on a minimum fixed salary basis of 
250 or more for cach month in which the person was thus emplcyed. 

“Wages” shall mean cvery form of remuneration for employment received by 
& person from his employer, whether paid directly or indirectly by the employer, 
including salaries, commisstons, bonuses, and the reasonable money value o 
board, rent, housing, lodging, payments in kind, and similar advantages. 

“State law” shall. mean a stafute cnacted by any one of the several States 

Foxit oe systematic compensation and the creation of an untmployment 
und or funds, 

“Contributions” shall mean the amount which the employer has paid for the 
taxable year to any unemployment fund to which he is required to contribute by 
or pursuant to a State law, but shall not include any amounts deducted from 
wages or contributed by Stuploxecs. 

“Unemployment fund” shall mean any unemployment compensation fund or 
reserve, or unemployment {nsttrance fund or reserve, or guarantecd employment 
fund or reserve, to which the employer contributes pursuant to a State law, 
whether or not under such law other employers contribute to the same fund or 
reserve or to different or separate funds or reserves, and whether or not under 
such law the State and/or employees contribute to or supplement such fund or 
reserve: Provided, That such fund or reserve is available solely for the payment 
compensation and of any State administrative costs chargeable thereto under 

18 e law. 

Compensation” shall mean the cash benefits payable under a compulsory 
State law to employees for their unemployment; and shall also be deemed to 
include, as to any guaranteed cupoymeny plan complying with a State law, 
the eee guaranteed and payable to employees for certain workless hours under 
suc n. 

Employee”, as used in this Act, shall mean any employed person who is 
covered by a State law and/or may become eligible for compensation thereunder. 

“State agency” shall mean the State labor department or other governmental 
agency designated or created under a State law to administer such law. 

“Tax” shall mean the gross tax imposed on the employer for the taxable year 
under subsection (a) of section 2 of this Act. 


IMPOSITION OF TAX; ALLOWABLE CREDITS 


Sec. 2. (a) There shall be levied, assessed, and collected annually from every 
employer subject to this Act, for the taxable year commencing July 1, 1935, and 
for each taxable year thereafter, an excise tax measured by an amount equal to 
5 per centum of the employer’s pay roll as defined in section 1 of this Act: Provided 
That said tax shall be paid after the close of each taxable year and may be paidin - 
quarter installments, under suitable regulations promulgated BY the Commis- 
sioner of Internal Revenue with the approval of the Secretary of the Treasury. 

(b) Any employer who has paid the contributions required of him under a 
State law duly certified under section 3 of this Act may credit against the tax 
thus due the total of the two following amounts: 

(1) The amount of contributions which he has actually paid during the taxable 
year under such State law; and 

The amount by which these paid contributions were less than his largest 
peawred contributions under such Jaw in any previous taxable year: Provided, 
a 


£ the amount thus determined shall, before being credited a tax, be 
reduced by the same percentage by which the employer's pay roll is less than 
his pay roll in such previous taxable peers 

{b) the employer 8 required contribution rate for the taxable year is less than 
the comparable rate for such previous taxable year, and that such reduction was 
oermitted pursuant to provisions of such State law not inconsistent with sub- 
section (f) of section 3 of this Act; and | 

(c) the additional credit permitted under this subsection shall not be allowed 
an employer except where the bg Hi age fund to which such employer 
contributes under such State law has paid in full throughout the taxable ycar 
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the cumpensation required under such law to be paid by such fund, without 
any reduction of compensation payments within the taxable year due to the 
inadequacy of such fund. 


CONDITIONS FOR CREDIT ALLOWANCE 


Sec. 3. No credit specified in section 2 of this Act shall be allowed for con- 
tributions under a State law, unless the Secretary of Labor has made a findin 
of fact within the taxable year that such State law conforms to the standards an 
conditions enumerated in subsections (a) to (j) inclusive of this section and has 
certified such State law to the Secretary of the Treasury. Annually, before the 
end of the taxable year, the Secretary of Labor shall state and determine whether 
or not each State law conforms to said standards and conditions, and shall 
certify to the Secretary of the Treasury cach State law which— 

(a) provides for the systematic payment, to all unemployed persons eligible 
under such law, of cash compensation which shall be payable to them as a matter 
of right: Provided, That compensation rights and payments shall commence not 
more than twelve months after contributions begin under such law; 

(b) specifies the eligibility conditions which shall apply to the payment of 
compensation, including any uncompensated waiting perlod to be applied 
thereto, but does not require of any employee a probationary service period 
prior to benefit eligibility aggregating more than ten calendar weeks of empltoy- 
ment by any new employer; and provides for total unemployment benefits at a 
minimum rate which shall equal or exceed either $7 per week, or else the em- 

loyee’s average wage earnings for 20 hours of work; and provies for partial 
nefits at least equaling the amount by which the eligible employce’s total 
benefits exceed his reduced wage earnings; and provides that the legal liability 
of such unemployment fund to pay compensation shal! be limited at all times to 
the resources of such fund, including any contributions due or unpaid; 

(c) either permits all ellgible employees to receive ten or more full weeks of 
compensation within a year or less; or else adjusts the duration of compensation, 
to employees in a direct and substantially uniform ratio to their employment 

thin not more than the five years preceding their compensable Usemploymens 
making at least some employees eligible to receive fifteen or more full weeks o 
compensation within a year or less; 

ei provides that compensation cannot be assigned or garnisheed, and that no 
arrecnent by an employee to waive or reduce his right to compensation or any 
othee right under such law shall be valid; 

(e) provides specifically that no otherwise eligible employee shall be barred 
from or denied compensation for refusing to-accept new work under any of the 
following conditions: (1) If the position offered is vacant due directly to a strike 
lockout, or other labor dispute; (2) if the wages, hours, and other conditions o 
the work offered are substantially less favorable to the omy ee than those pre- 
vailing for similar work in the locality; (3) if acceptance of such employment 
would either require the employee to join a company union or would interfere 
with his Joining or roteiaing membership in any bona fide labor organization. 

() requires from all employers subject thereto regular contributions, at a unt- 
form rate applicable to all such employers for at least twelve months after com- 
mencement of contributions under such law, and also thereafter unless such law 

tmits the rate of contributions subsequently to be reduced in respect to some 

ut not all employers subject thereto, such reduction being in accordance with 
classification standards or other provisions aa ag to adjust the contributions 
of employers in accordance with the compensation experience of such employers 
and/or of the unemployment fund or funds to which they contribute: Provided 
That no employers contribution rate shall be reduced, unless the unemployment 
fund to which he contributes under such State law has paid in full throughout 
the preceding year the conpensation required to be pald by such fund, and no 
reduction of compensation payments has been made within such preceding year 
due to the inadequacy of such fund; 

(g) in case it permits an employer to guarantee work or wages to his employees; 
requires such employer to contribute, at the rate otherwiso applicable to him under 
such law, to an unemployment fund from which he shall pay in whole or in part 
the compensation promised for guaranteed but workless hours and in addition, 
to any employes whose guaranty is not renewed, at least half the benefits other- 
wise paya le to the employee under such law: Provided, That such employer's 
contribution rate may under such law be reduced consistently with the provisions 
of subsection (f) of this section; 


) 
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(h) prohibits every employer subject thereto from directly or indirectly insur- 
ing his liability to pa) DOhneanation in any private instance company john ea : 


or operated for peck 3 

() provides that every unemployment fund required thereunder shall either be 
held by an officer or agency of the State acting as custodian, or shall be held 
.. otelotly in trust under such conditions approved by the State agency as will in its 

U nt assure the safety and liquid availability of such unemployment fund 

or funds: Provided, That where any law permits an employer of demonstrated 
financial strength to contribute to an unemployment fund in the form of an ac- 
counting reserve, such law shall require such employer to maintain with the State 
such a collateral deposit of securities approved by the State agency as shall at all 
times have a market value at least equal to the current total of such permitted 
unemployment fund or reserve; and 

(j) provides for administration or supervision by a State agency, and provides 
adonlinte funds to finance administration and suitable penalties to secure enforce- 
ment of the law’s provisions; and secures to each party in interest a right to the 
hearing and determination of any disputed compensation claim by an impartial 
administrative agency authorized by such law to decide such claims and to 
determine finally all questions of fact involved therein; and assures to employers 
and employees, through representation on advisory committees, an effective voice 
in tho law’s administration, 


ADMINISTRATION; REFUNDS; AND PENALTIES 


Sec. 4. (a) The Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, shall prescribe and publish all needful rules and regu- 
lations for the enforcement of the provisions of this Act. 

(b) Every employer liable for tax under this Act shall make a return under 
oath within ono month after the close of the year with respect to which such tax 
is imposed to the collector of internal revenue for the district in which fs located 
his principal place of business or, if he has no principal place of business in the 
United States, then to the collector of internal revenue at Baltimore, Maryland. 
Such return shall contain auch information and he made in euch manner as the 
Commissioner of Internal Revenue with the approval of the Secretary of the 
Treasury may by regulations prescribo. Tho tax shall, without assessment by 
the Commissioner or notice from the collector, be due and payable to the collector 
within one month after the close of the year with respect to which the tax is 
imposed. If the tax is not paid when due, there shal} be added as part of the tax 
interest at the rate of 1 per centuin a month from the time when the tax became 
due until patd. All provisions of law (including penalties) aypltcabte in respect 
of the taxes im by section 600 of the Revenue Act of 1926 shall, insofar as 
not inconsistent with this Act, be applicable its respect of the tax imposed by this 

ct. The Commissioner may extend the time for filing the return of the tax 
imposed by this Act, under such rules and regulations as he may prescribe with 
the approval of the Secretary of the Treasury, but no such extension shall be for 
more than sixty days. 

(c) Returns required to be filed for the purpose of the tax imposed by this Act 
shall be open to inspection in the same manner, to the same extent, and subject 
. oe game provisions of law as returns made under title II of the Revenue Act 
rs) . 

(da) The taxpayer may elect to pay the tax in four equal installments, in which 
ease the first installment shall be paid on the date prescribed for the filing of 
returns, the second installment shall be paid on or before the last day of the third 
month, the third {installment on or before the last day of the sixth month, and 
the fourth installment on or before the last day of the ninth month, after such 
date. If any installment is not paid on or before the date fixed for its payment, 
the whole ammount of the tax unpaid shall be pafd upon notice and demand from 

6 collector. 

(ce) At the request of the taxpayer the time for poyment of any initial install- 
ment of the amount determined as the tax by the taxpayer may be exten 
under regulations prescribed by the Commissioner, with the approval of the 
Secretary, for a period not to excced six months from the date prescribed for the 
payment of such installment. In such case the amount in respect of which the 
extension is granted shall be pald (with interest at the rate of one half of 1 per 
contune per month) on or before the date of the expiration of the period of the 
extension. 
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BEPARABILITY 


Sec. & If any provision of this Act, or the application thereof to any person 
or circumstance, is held invalid, the remainder of the Act, and the application of 
such provisions to other persons or circumstances, shall not be affec thereby. 

Mr. Lewis. Ladies and gentlemen, the subcommittee of the Ways 
and Means Committee has been selécted t hear those who have in- 
formation to give, and to consider bill H.R. 7659, introduced in the 
Senate by Senator Wagner, and in the House by myself, and popularly 
known as the Wagner-Lewis unemployment insurance bill. We are 
honored this morning by the presence of the Secretary of Labor, and 
I will ask Miss Perkins to present her views on this matter if she will 
kindly do eo. 


STATEMENT OF HON. FRANCES PERKINS, SECRETARY OF THE 
UNITED STATES DEPARTMENT OF LABOR 


Secretary Perkins. Mr. Chairman and members of the committee, 
I am very plad to have this opportunity to spear before you with 
regard to the bill which is known as House bill 7659, a bill to raise 
revenue by levying an excise tax upon the employers of-labor, and 
for other purposes. The bill is, of course, fundamentally a tax 
bill. It imposes an excise tax which is to be paid by employers of 
labor, but it allowa them to offset against the tax whatever amount 
they may contribute to unemployment reserves or an unemployment 
insurance system set up under any compulsory State laws of the 
States in which they operate their particular plants or factories. 
tax of 5 percont upon pay rolls of employers is to be paid by employers 
of 10 or more employees, and there is an exernption which you prob- 
ably have observed, for all employers of agricultural labor, employees 
in domestic service, employment of teachers in schools and colleges, 
and omployment of physicians and nurses in hospitals. Theso ex- 
emptions, 1 might say, are exemptions which correspond with and 
which are in line with the general systems of labor legislation in the 
various States. ; 

This tax upon the pay rolls of all employers will be a profitable tax 
and it is a fair tax. It is profitable because it would produce, so 
near as we can estimate, and we have been making for the last few 
weoks various estimates of the number of persons covered by this 
and of the amount of revenue which would be produced, approxi- 
mately $1,000,000,000 a year of revenue to the United States Gov- 
ernment. Those of us who have observed the vast expenditures 
for unemployment relief in the last few years in this serious economic 
depression through which we have been passing, most certainly have 
retgaized the necessity of collecting some special form of tax which 
would be a kind of reimbursement, but a kind of reimbursement for 
the expenditures for tho relief of unemployed persons which have 
been made necessary by the devastating economic depression. Un- 
doubtedly we shall go through other depressions, though we hope not 
so deep or drastic. It is characteristic of the competitive capitalistic 
system, and has been since the beginning of that ees that there 
aro periods of what are known as periods of overproduction, and what 
wo call periods of unbalanced consumption; and it is also a character- 
istic of it that in those periods there is a marked decline in the profit- 
able sale and the profitable manufacture of various types of goods and 
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also in the consumption of those goods, and that there resultsagradual 
olosing down of the enterprise for the production of these goods anda ~ 
resulting laying off of the persons who would primarily look to that 
industry as @ piace to sell their labor, as their way of making a liveli- 
7 hood, It is a characteristic of this system, and it is unfortunate that 
$80. 

Perhaps we can find ways to prevent it, but at least no one has 
yet found a perfect, bona fide foolproof method of preventing this 
type of depression. Moreover, there are even in good times a grent 
variety of forces operating which cause vemporery slackening in p o- 
duction, and which cause maladjustment or lack of adjustment 
between production and consumption, and which cause a very marked 
degree of unemployment in years which are really thought of as good 
years—that is, years of relatively good business conditions and rela- 
tively high prices. There are in those years, as you know, certain 
factors operating like seasonal operation in the industry itself, in 
which there is a peek of employment for 1 or 2 months, and then 
either a falling off in employment, or frequently a closing down of 
the plant in other months. I do not need to recall to your minds 
the types of industry in which this is common, such as all of the in- 
dustries dealing with the preservation of food and food products, 
which are dependent upon the weather and seasons. This is charac- 
teristic also of those industries which show an element of style in 
them, and, unfortunately, the element of style is entering into a great 
variety of industries which formerly had no style element. This in 
itself induces a seasonal effect, a fluctuation, although it has its ad- 
vantages, in that it undoubtedly increases the opportunity for the 
total production, and an outlet of the total production of that industry 
within a 5-year period. tke 

There are also, of course, always unemployment situations attendant 
upon bankruptcies, and attendant upon the financial variations in the 
status of the employer. There is also unemployment attendant upon 
the geographical shifting of industry, which takes place gradua IY, 
and due to forces which none of us sitting here today can possibly 
foresee. An industry moves to a place of greater efficiency, or a 
place of greater convenience, either for transportation or on account 
of proximity to raw materials or climatic conditions, or a great variety 
of causes. In that shift many of the employees are left behind, and 
there is a considerable period of unadjustmeat for them, and of lack 
of work, and of lack of any opportunity to find the work to which 
ey bere been accustomed. hy 

| of us are familiar with the fact that there are in every decade 
certain industries, and as we look back they were not what we would 
call decaying industries at the time, we did not recognize them as 
decaying industries, we merely knew that for some reason business 
was not so good in that particular arerint ¢ and it is only after that 
time has passed that we recognized that that was an industry which 
was really passing out of the picture. A substitute, perhaps, for the 
function which that product has filled in human life has been devised 
and is continuing to be used, but in that period there is a transition, 
and the workmen do not go automatically, we will say, from the wagon 
lant to the automobile factory. You have, and of course, all of us 
have, seen the decline of harness making and wagon making as an 
industry. They were decaying industries. 
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We know that over a 10-year period more people are employed in 
the manufacture and servicing of automobiles than were employed in 
the wagon-making and the harness-making industries. Nevertheless 
in that period of transition, the individual workmen, John Jones and 
Sam Smith did not find their way directly from the harness shop and - 
the wagon shop into the automobile factory and the service station 
which replaced the shops. There is an example of that dislocation 
and that maladjustment out of which grow social distress. 

In addition to that, there are technological changes in industry it- 
self, in addition to the various types of mass-production enterprises 
and of labor-saving machinery, which have the result of putting a 
_ certain number of men out of work. These are very, very dramatic, 

and have been much more discussed before the public and probably 
before you gentlemen than all of the other causes of unemployment. 
Nevertheless, the other causes operate efficiently, and more contin- 
uously than do the technological machine changes, which also cause 
their full toll of unemployment, and which are in such status today 
that we might look forward to their continuing operation as a great 
cause of unemployment in the manufacturing industries. 

Now, I do not wish to be thought of as saying that there is no ope 
for those who have been laid off by technological changes in the 
manufacturing industries. There has sprung up, as you know, a very 
great amount of employment in the servicing of enterprises in the 
types of occupation and employment which pow naturally out of 
taking care of the various things that are produced by mass produc- 
tion or by labor-saving machinery. Nevertheless, there are long 
periods of maladjustment for the individuals, for our fellow citizens 
who have earned their livelihood by selling their labor to a particular 
industry in a particular location, which due to technological changes 
either goes somewhere else or is completely transformed in its methods, 
and therefore offers them no particular and immediate opportunity 
for employment. Often months as well as years elapse before they 
find their replacement in the industrial life, and into the employment 
life of our total community. Therefore I point out to you that this 
tax upon the employers is a fair tax, because out of the enterprise 
through which they make their living—and they make their living 
very honorably by the profit of these enterprises—inevitably out of 
the profit of these enterprises there flow these adverse social situa- 
tions which are adverse to substantial groups of our fellow citizens, 
that is, to those groups who make their living by selling their labor 
to the very enterprises out of which others make their living. In 
these inevitable changes which come about, it is necessary and wise 
that we impose a tax at the source of the difficulty which makes it 
necessary for State and Federal Governments and for the taxpayers 
generally to make enormous contributions to the maintenance of our 

ellow citizens, who through no fault of their own are deprived of their 
ordinary mode of making a living for a longer or a shorter period of 
ime. 

I do not wish to be thought of as indicating that their long period 
of unemployment is necessarily prolonged and eternal, and that this 
must be supported at the expense of the taxpayers, but, rather, that 
there should be an equitable imposition of a tax at the point of origin 
where it can be collected fairly and systematically. There is justice 
in collecting it from the source which is in itself part of the cause of 
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the social adversity which causes enormous contributions from the 
treasury of the States and of the Federal Government for the main- 
tenance of the people who are adversely affected. : 

I have said we have estimated that the revenues which could be 
produced by imposing the tax which is proposed by- this bill, which 
- 1s 6 percent of the payrolls of all employers employing 10 or more 
persons would be in the neighborhood of $1,000,000,000. That is a 
very substantial reimbursement of the amount of relief which is neces- 
sary at any time when the Federal Government must step in and make 
appropriations to make possible the relief of citizens who are in dis- 
tress because of this depression and unemployment, which is charac- 
teristic of the economic situation out of which we have found so much 
growth and so much advantage in this country, and to which we are 
committed. 

It is fair that the employers of labor in general should be called 
upon as a group to help Pay this huge expense of the taxpayers 

nerally in taking care of citizens whom the employers themselves 

ave dismissed frequently without any thought or without any sense 
of responsibility for their future. 

It is of course only in the last 10 years that we have become so- 
cially conscious enough to have really taxed the smployess of this 
country with a sense of responsibility for the future of the people 
who work for them and sell them their labor for wages, but at the 
present time we are fully aware of this, and it is therefore right and 
proper that we should assess a tax at that particular point and expect 
them to make a very large contribution, a substantial contribution 
for reimbursement for such social dislocation that comes about be» 
cause of the variety of causes which cause unemployment in their 
industries, 

, In the past, as you know, it has been customary to permit the full 
risk of unemployment to be borne by the individual worker himself. 
Probably the individual in our community who is least able to take 
such an enormous risk, has been expected to bear the whole risk and 
to make total provision for seeing himself through the periods of 
depression and rae ph i ment which he could not possibly foresee, 
and for the control of which he had not tho slightest responsibility, 
nor the slightest opportunity to take any precautions or to take any 
preventive measures. The most that he could do was to save out of 
the fairly meager wages he received a sufficient amount each week to 
provide for himself and his family, to worry through the period of 
unemployment which he could not foresee. At the same time wo have 
been building up a mass-production system in this country able to 
produce an enormous number of units at a fairly low cost, and the 
market for these very units, for these very items of commerce has 
been increasingly a wage-earner market. ‘ 

We have expected and anticipated that our working people should 
purchase apeely ot the various things which our manufacturers pro- 
vide for our working people, who, after all, represent almost half of 
our total population. If they do not buy the products of our mass- 
production industries there is a very definite limit on the amount of 
the products of that industry which we can sell. Therefore, our mass- 
production industry dépends upon the purchasing power, and depend 
upon the willingness of our wage-earning people to purchase not only 
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clothing and food and shelter but equipment of all sorts, tools of 
all sorts, radios, automobiles, silk stockings, and luxuries. 

In other words, our whole mass-production system is geared to and 
dependent upon, and the products from it are dependent upon the 
consistent and considerable purchasing of the products of these in- 
dustries by the wage-caruings groups themselves. If our wage carn- —-- 
ers adopt the habit of saving a very substantial amount of their 
weekly carnings they will not be in the market for the purchase of 
those very items which they must purchase if the great industries are 
to be successful in selling their tremendous output. Therefore, wo 
havo been asking the individual wage earner both to purchase liberally _ 
the products of our mass-production industries, and at the same time 
thriftily to take care of himself and of his family through quite 
proonged periods of depression. That is manifestly impossible, 

‘henever we have had a period of depression or a period of unemploy- 
ment that lasted over a very few months we have seen at onco that 
the public as a whole had to step in, and either through private chari- 
table relief or through public relief take care of the wrockage that 
came to individual families because the wage earners in those families 
were laid off from the work to which they were accustomed. There 
was not a sufficient reserve there, and it had not been possible to 
accumulate reserves to build up savings that would carry the family 
over a relatively short period of depression. It has been the custom, 
as I said, to rely upon the individual wage earner alone to make pro- 
vision against this major hazard, this major risk of a mass-production 
machine system. ; 

I think our attention ought to be called to the fact that even in the 
best years those workers who had regular work averaged only about 
$1,300 per year income in many industries, even those that have a 
high hourly rate of wages, due to the very nature of the employment. 
The annual earnings of even the high paid building workers will 
frequently not average more than $1,000 to $1,100 a year. 

In the very best years some of them averages as much as $1,500 a 
year, and that was in trades where the hourly rates are regarded as 
extremely high, but what you really have to live on, as you all know 
only too well is not your hourly rate of wages multiplied by the possible 
number of hours you could work per year. What you have to live 
on is what you actually got in the way of hours worked per year, and 
that in the United States in genoral has averaged in the building trades 
not over $1,400 to $1,500 a year in the very best years, in the highest 
paid building trades, So that, for the individual to make ainple 
provision, particularly in our great cities where costs aro so high, for 
prolonged periods of depression where there has been no work for 
somo people in those very trades for 2 or 3 years at a timo, is mani- 
festly an impossibility. 

We have had to rely, and have apparently in our good hearted 
American way relied from the very beginning upon private charity, 
upon, first, contributions under great stimulus of charitable duives, 
to take care of people who were laid off, and secondly upon various’ 
forms of public relief, local, municipal, and county reliof, and local 
State relief, and finally recognizing the impossibility of oven our well 
organized and well financed municipalities to deal with it and carry 
the total burden, have called upon the Federal Government for con- 
tributions for relief, which has run into astonishing figures. All thoso 


10 UNEMPLOYMENT INSURANCE 


who come, as you do, from districts where you are close to the people 
themselves have recognized in the last few b haoaty the absolute necessity 
for sin eeteng Our population, for standing by our fellow citizens, 
these extraordinarily fine and well disciplined fellow citizens in a 
period of distress, which bore with an unequal burden upon various 
types, upon various members of our population. 

here has been.a general venceney toward the view that the public 
should pay. Nevertheless, in all fairness, somo part of this burden in 
the future, must fall upon the employers, those to whom those workers 
ordinarily look for jobs, for security, and sympathy, and steady pur- 
chasing power. The technique of stabilization of industry is by no 
means perfect, but there is, nevertheless, a growing body of experience 
_ among certain types of employers who are in industries where thoso 
techniques are possible, which indicates that at least in some indus- 
tries most of the unemployment has been more or less unnecessary 
and that by the right kind of cautious and careful planning a very 
large degree of the instability of the industry and therefore of the 
tendency toward unemployment of our fellow citizens who sell their 
labor to that industry, could be prevented. There are, as you know, 
a number of conscientious and thoughtful employers in this country 
who have taken steps to stabilize their industries and who have had 
even in these years of bad times a very considerable degree of success 
in preventing unemployment in their particular industries. 

vow, I know that this cannot be done by every employer in every 
industry. Nevertheless the opportunity to do it is open to every em- 
ployer, an opportunity to study business conditions and to make some 
progress is open to every employer, and insofar as the tax imposes 
upon him a part of this particular burden of dey tae the Federal 
Government for the expenditures which it must inevitably make now 
and in the future for the cost of unemployment, the influence upon 
him of this tax will be in the direction of stimulating his mind to 
think of ways of bringing about a degree of stabilization, and therefore 
& lessening of the total cost of unemployment. 

There are certain objections which have been raised to the im- 
position of this tax at this time. These are on the whole genoral 
objections and I think are not serious. aes 

t has been said by some that the tax will impede recovery, but 
I want to point out to you that the first collection of the tax is not 
to be made until July 1, 1936. In other words, there is a long period 
between the passage of this bill and the first collection of the tax. 
Part of that delay, of course, is necessary in order to make it possible 
for the various States to take advantage of, or to take pope action 
on this bill, in order that offsets may be fairly established. It is 
also necessary in order to give notice to industry, ample notice of 
the Preparation which they must make. : 

It is highly important, as we now appear to be coming out of the 
depression, and I wish to underscore the word “a pear”, for no 
human being can predict exactly what our progress during this next 
year or two will be—but we do appear to be coming out of the de- 
pression, and it is highly important that when we are on the up-turn 
we begin the collection of the funds in the various States out of which 
the costs of unemployment may be paid in the future. It would be 
most disadvantageous for the various States to have tried to collect 
the funds at the very period when unemployment was increasing and 
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business was going down. The time to collect. these funds is when 
business is going up, and when employment is going up, and then you 
are sure of having on hand a considerable undepleted fund at the time 
when the next depression begins, and you are all aware that we have 
had over a period of many years a fairly regular cycle of 7 years; 
that is, that about every seventh year in American business life there 

is a period of depression. _ a, a 

It is not so severe, perhaps, as the depression through which we 
have gone, but there is what is known as a “minor depression” and 
the major gopressons have come about once every 20 years. 

Since nothing has been done to change the apparent inclination to 
that particular cyele, we therefore look forward to a period of up- 
building to a peak, and then a slight decline. We must be prepared 
with funds in most of the States to see us through the next depression. 
Therefore the collection of the tax in 1936 would be about the right 
time, be a fair time, sufficient. warning having been given, and it 
would appear to fall just about the time when industry was in the 
best position to begin the payment of this particular tax. 

Some have said that the rate of 5 percent which is the rate of tax 
indicated was too large. As to that, of course, I am perfectly free to 
say, and I think I should say to you that the selection of 5 percent is a 
selection made on the basis of rather inadequate knowledge as to 
exactly what the proper rate should be in order to enable the Federal 
Poverincae to bear the burden of paying for relief measures in the 

uture, 

Studies in several of the States, notably Massachusetts and Ohio, 
where studies have been made on this subject, have indicated that 
about 6 percent of the pay roll of any of these industrial States ought 
to be adequate to meet the cost of providing unemployment reserves 
or unemployment insurance in that particular State. 

I think it is fair for the Federal Government to impose a tax in the 
same amount. If it were applied to an unemployment insurance 
fund in the particular State it would have the effect of building up a 
fund adequate to meet all of the demands and drains upon the fund 
for the payment of unemployment insurance. 

Five percent of the pay roll is, after all, only about 1 percent of 
the selling price, the wholesale Ee of any article which is manu- 
factured, so that the effect upon the general circulation of merchandise 
would be infinitesimal, and yet the benefits in maintaining the pur- 
chasing power of our people if the proper laws are passed in the 
States would be almost immeasurable. This tax would not diminish 
pay rolls or diminish employment, as there would be no competitive 

ains between States or between employers in various States from 

ecreasing the pay roll. This tax is imposed upon practically overy- 
one who employs any considerable number of persons. It also has 
the great advantage of being imposed upon employers in States where 
they have no offset because of an unemployment insurance system 
as well as upon those in which they have that offset. In the States 
where they have an offset due to contributions to a compulsory 
unemployment insurance fund or an unemployment benefit fund, thé 
only tax which they pay to the Federal Government is the difference 
between that contribution to the compulsory unemployment insur- 
ance fund of their State and the 5 percent which the Federal Govern- 
ment takes, but it does not leave thoso employers in the States who 
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set up an nom poy ment insurance fund at a competitive disadvantege 
with those in States where the State for some reason or other has 
not seen fit to set up such a compulsory insurance fund or reserve. 
You therefore overcome what has been the principal difficulty in 
much of our progress toward providing unemployment insurance in 
- this country, the fact that there was a difference in the competitive 
cost between States which compete in the manufacture of the same 
type of article. — 

his bill admirably overcomes that competitive advantage, and it 
does not put the burden upon the employer in the State which hag 
been socially far-sighted and made provision for its own unemploy- 
ment, it keeps him from being put at a disadvantage as compared 
with his competitors in other States. That, I think, is of tremendous 
value to the further development and to the further equalization 
of the burdens of American industry. 

The cost of this tax would be passed on almost painlessly by @ very 
minute rise in prices, and by very minute changes in the rate of profit 
to the particular industry and in the rate of dividends. Careful 
planning by the employer himself will, as you have undoubtedly 
recognized, result in the stabilization of a very large part of the busi- 
ness of this country. For instance, the offsets against this tax are, 
of course, in themselves extremely important. An employer will be 
allowed to offset against the tax any amount he contributes to a 
State unemployment fund or to individual reserves which are approved 
and administered in conformity to a State law. This offset is a credit 
and not a refund, as you have probably noticed. 

This, I think, is an extremely important item, the technique b 
which the States are permitted to develop the kind of a law wit 
regard to the provision of funds against unemployment, the kind of a 
law which is effective for them, the kind of a law which is sympathetic 
to their people, the kind of a law which they are prepared to ad- 
minister, an the kind of a law which their own common senso tells 
them is the best way for the people of that particular State to provide 
against the great cost to the public of unemployment. 

I am particularly interested in this bill because of the fact that it 
docs furnish this provision and this opportunity for perfect freedom 
of the States in developing their laws and yet at the same time 
equalizes the competitive cost between the States and puts the Fed- 
eral Government in exactly the appropriate relation to the States, 
not cevatne their laws, not determining their laws, but merely 
recognizing that their laws are in effect, that they are honest, that the 
funds are honestly cared for, and that the payments are in conformity 
with the general provisions which any genuine law of this kind must 

ave, 
A great part of the tax would help to pay off unemployment relief 
in all parts of the country and provide against future relief. ; 

The standards which the State laws must meet are laid down in 
the law. ‘They are of course minimum standards. We cannot allow 
the employers to escape the tax unless they are contributing to 
reserves that will really benefit those that are out of work. There- 
fore, the compulsory State law under which the contributions are 
made must meet certain minimum requirements. This bill, which 
is the foundation, recites these minimum requirements rather well. 


ac af 
a) 


4 


UNEMPLOYMENT INSURANOE 13 


First, there must be he oped contributions on the part of the 
employers, and there must be a regular weekly cash payment to the 
employee. I think anyone will recognize the need for this minimum 
requirement. The funds must be held simply for the benefit of the 
employees and no one else. 


administration of these funds in the States, and private interests 
cannot have an opportunity to make any profit out of the work of 
meeting the needs of the unemployed. The amount of contribution 
rates cannot be so diminished in good times that they fall beneath the 
requirements so that they cannot be fulfilled in hard times. Adminis- 
tration must be strictly conscientious, for we do not know and shall 
only learn by experience what the full demands upon these funds will 
be, and we must not lightly conclude that because of the fact that for 
2 or 3 years we have a relatively low incident of unemployment due to 
seasonal and local conditions that we shall not at some not too far 
distant time pass into a moor depression when the demands upon 
these unemployment funds will be very great. f : 

hird, there must be absolutely impartial administration of the 
funds in all the States, and there must be proper provision for just 
settlement of disputed claims to benefits. There will be,of course 
always a certain number of claims to benefit in which the employer an 
employee will not agree that the employee is entitled to the benefit 
and there must be provision in all States for the ey impartial 
adjudication and the settlement by some Government authority as to 
those disputed claims, and unless there is such a provision there should 
not, of course, be any offset allowed in tho imposition of this act, 
There must be also as a minimum standard suitable clauses in the 
State laws to cy boa labor standards. These unemployment 
reserves should not become devices to break down the wage rates or 
defeat a man’s right to enjoy such union membership and union privi- 
leges as he pleases. : 

It is a good thing that the bill does not make the Secretary of 
Labor decide as a matter of discretion as to whether the State laws 
meets the requirements or not. The Secretary of Labor under this 
law is not to decide on personal opinion but on facts gathered by 
the examination of the State law itself whether the State law meets 
the minimum sequent which are recited in the bill before you. 
If the State law does meet those requirements, then the Secretary of 
Labor automatically approves that State law, and upon the basis of 
that approval the Treasury of the United States permits the offset. 

This bill allows full oppontuatty to the States to adopt different 
schemes in harmony with the general principles of this bill and with 
their own desires, to try out methods of collecting funds and of distrib- 
uting funds. Those most keenly in favor of unemployment insurance 
in this country are somewhat divided in their own thinking as to the 
best methods which should be adopted in various parts of the country 
and within sections of the country, where, as we know, there are roy 
different problems of employment and industrial development. Th 
bill allows these different problems to be solved by the different States 
according to their own particular genius and to be administered locally 
by those States in the best interests of all of the people. 

For instance, the law is broad enough so that the States can take 
their choice as to whether they will have the individual private re- 
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quirements held separately for each employer's employees as the 
only existing employer’s benefit law provides, which is the law of 
Wisconsin, or whether a single State-wide fund op eet by all 
employers shall be created as proposed in Ohio in a bill which is before 
the Ohio Legislature following the terms of the recommendation made 
by a special commission appointed by the Governor of Ohio to examine 
~ into and to report to the legislature of Ohio as to what kind of an 
unemployment insurance law they should have. : 

There are these two kinds or types or variations of thought in which 
the experience and habits of the States are different, and in which 
they should have opportunity to build up their funds on any basis 
which they feel they can administer. 

There is, of course, a difference between the types of industry and 
the relation between the partial) and the Government in a State like 
Wisconsin and in a State like New York where the very divergence 
and complexity of the manufacturers and the industrial interests 
necessitated very much greater fund of relief. 

Therefore it is quite natural that there should be a difference of 
approach to these problems and to the kind of s law that they should 
have and the collection of benefits, and the amount of resources in 
the insurance syolnt which they decide to have after due deliberation. 

There are, of course, other divergences of opinion which have been 
found among the States. 

There are those who think that there should be contributions made 
to the unemployment insurance funds by the employees as well as 
by employers. The bill before you is broad enough to permit the 
States to have funds to which only the staplers contribute, or funds 
to which both the cinplovers and the employees contribute. It is 
broad enough to permit the States themselves to contribute to the 
-funds if that, seems in that particular State to be the proper way in 
which to do it. 

It is broad enough to allow the States themselves to decide for them- 
selves whether the waiting Pete between the date of the commence- 
ment of unemployment and the date of the beginning of benefits will 
be a short period or a long period. You will find that there is a 
considerable difference of opinion as to how long that waiting period 
should be due to the industrial habits and the employment expense of 
the people of the various States. There are those who think in 
States where the employment is very largely seasonal, there should be 
ashort waiting period. In other States where the prevailing industries 
are on the whole relatively stable and there is rather steady employ- 
ment there is a disposition to believe that the waiting period should 
be rather long and tho funds should not be used except after prolonged 
periods of unemployment. It would probed be quite improper at 
the present time for tle Congress itself to decide these rather minute 
matters, and one of the great advantages of our system of government 
is that we can permit local authorities to decide these matters accord- 
ing to the local problems which prevail. This bill before you permits 
that variety of action, and at the same time provides the security of the 
funds which is necessary. sg 

_ Unemploymont reserve plans which are designed for the stabiliza- 
tion of industry can also be permitted under this particular bill, and 
that is, I think, another one of the great advantages of it. Where 
a State permits the employer to set up a fund from which he can make 
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n deduction in contributions, as a reward for his good record of giving 
steady employment, that also is permitted. 

There is a very great need for unemployment insurance, and this 
bill which is before you, insofor as it will encourage unemployment 
insurance in the various States and encourage the passage of laws in 
the States for compulsory insurance and unemployment reserves is a- ~~ 
constructive social measure, a measure of great statesmanship, and 
one which as it lies before you in Congress today is perhaps the greatest. 
contribution to the future welfare of this country, and I say “future” 
underscored, for the future welfare of this country. It is perhaps the 
greatest opportunity before you to lay the basis for a sound industrial 
system in which we shall not have this unequal burden, a burden 
horne by our wage earners attempting to provide for themselves 
against periods of unemployment, recognizing always that they cannot 
provide for it, and that they are certain to be thrown into very deep 
poverty at the time of business depression and hard times. Theneed ~ 
for it was perhaps never greater than it is today and we are recognizing 
it now when we have been through this terri fe period of depression. 
We are recognizing exactly what the total cost to the community has 
heen of-this terrible period of depression. We have recognized not - 
only that there has been individual suffering because some of our 
citizens could not maintain themselves but were compelled to accept 
the demoralization and humiliation of relief which they were loathe to 
take, but we have recognized also that a certain other group were 
entitled to relief and have not taken relief, but have gone on a poverty 
level so low that it has actually depleted their reserve of health and 
strength and morale, and has therefore impaired the total population 
for the next 10 years. ; : 

We recognize also that due to the continual laying off of people, 
and due to the slackening of purchasing power, when the wage 
earners were laid off, the depression went down more rapidly, prob- 
ably deeper than there was any need of it going, if we had been able 
by some device in this country to keep up the purchasing power of 
tho wage earners in the early months and in tho carly years of the 

epression. 

think those of us who watched the decline in industry recognize 
that as tho decline came along, and as people were laid off from the 
industries in which they were regularly employed, their purchasin, 
power dried up. Every storekeeper in this country, every crossroa 
storekeeper and every storekeeper in the city can tell you of the 
shrinking up of his sales and tho shrinkage of business as people 
were laid off in his community with the consequent slackening in 
sales. This in turn caused people in the retail establishments to 
he laid off, and caused other people at other factories to be laid off, 
and it went on progressively. If there had been a reserve there or 
unemployment insurance fund, that would have provided funds to 
maintain urohesig power and delay the depression that much 
longer. That is a benefit we can look forward to in this country 
by putting into effect a sound system of unemployment insurance. 
and unemployment reserves in the various States. 

As you nai. in March 1933, 45 out of every 100 people who had 
been employed in our factories in the year 1926-had been leid off. 
We have taken 1926 rather than 1929, because we recognize today 
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that 1929 was above the normal level of employment, and we are 
looking tv the year 1926 as a more normal year. In March 1933 
45 out of every 100 people who had been working in factories had 
been laid off, but there was no regular provision made either for their 
support or for the maintaininy of their purchasing power and their 
veonseanent eunpor of other industries during that period. __ 

That in itself constitutes a major industrial hazard, not only for 
the workmen themselves, but for those who invest in industries and 
expect to gain their income out of the returns on their investments, 
and a major hazard to those whose fortunes and whose lives and whose 
talents are devoted to the management of our industries. We must 
provide some way of maintaining our purchasing power during those 
penecs, and this method of maintaining it by way of small but regu- 

ar and steady ane of pempioymen’ insurance benefits in the 
early months of the depression is perhaps the most effective and the 
most substantial that has yet been devised. 

It has been estimated by competent actuaries that if an unemploy- 
ment insurance system had been in effect in the State of Ohio from 
1923 to 1931 that with such a system based upon premiums amount- 

- ing to 4 percent of the pay rolls in the State of Ohio, with a 3-week 
waiting period and a maximum benefit of 26 weeks, and a $15 maxi- 
mum benefit having been paid, if they had had a law of that sort 
that it would have resulted in taking care of all of the industrial 
unemployment in the State of Ohio through 1931 and would have 
left a fund with a surplus of $116,000,000 at the end of 1930, and a 
surplus of $19,000,000 at the end of 1931. _ ; 

ow, that is a very extraordinary provision that might have been 
made in the State of Ohio if they had collected a small fund. When 
you think of how necessary relief was in the State of Ohio and how 
desperately they struggled to raise relief funds in some of the great 
industrial centers of Ohio you will realize what a bulwark this would 
have been to them, and how greatly it would have pepaned the 
necessity for the raising or distributing of purely relief funds. 

I do not want to be misunderstood as saying that these unem- 
ployment insurance funds would be a panacea or would be a total 
provision against all possible contingencies of unemployment. If 
unemployment is prolonged for many years, if we have unknown 
adverse situations which we do not now foresee, we should undoubt- 
edly have to add some form of relief to that, invoking the process of 
sharing between those who have with those who have not, such as 
we always have in case of flood, earthquake, or any other form of 
disaster. But regular provision for the known and expected amount 
of unemployment will keep the necessity for relief to a minimum, 
and such a regular provision would save a large number of fellow 
citizens from the humiliation of asking for relief, Federal or any other 
kind, and in a sense being put in the group that are handicapped or 
in the group that are unable to take care of themselves. There is 
noting think of in American life worse than having to be placed 
in this humiliating situation. 

In Minnesota they made an estimate of the situation, and they 
reported a year ago that an unemployment insurance fund of 4 
percent on the puy rolls, with benefits equal to 40 percent of the 
wages, and with a waiting perioe of 8 weeks, and benefits lasting, 
at most, for 40 weeks, would have produced total income between 
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1926 and 1932 to the fund for Minnesota of $86,000,000 and that 
the benefits paid out between 1926 and 1932 would have aggregated 
$62,000,000. At the end of 1932, after 3 years of depression, upon 
this purely arbitrary estimate of what the pen they. would have 
imposed ee have been, there still woul 

in that fund of $24,000,000. 

I cite these reports of competent actuaries, who have made official 
reports to the legislatures of these States in order to show you how 
vast and comfortable a bulwark against the great loka gee of unem- 

loyment these funds properly collected and properly administered 
in the various States would have been. 

The present bill would help to create unemployment insurance 
systems in the various States, and it would mean that we could havo 
them locally administered, and locally adapted to the local needs, 
and methods of meeting unemployment in the future. It would not 
ineet_the problem entirely, but it would be a great stride toward 
security for the wage earner, and for adjustment of the ruinous 
burdens in modern economic life. 

To sum up, this bill seems to me to give a great opportunity for 
real service to the economic life of this country. It is a fair tax, im- 
posed fairly, which would equalize the competitive burdens between 
employers, not bearing heavily upon anyone or any group, and it 
would be a proper means of reimbursing the Federal Government 
for the enormous expenditures which must be made for relief if no 
such funds are available in the States. _ : ; 

Moreover, the economic and social picture in our country and in 
the various States justifies this particular means of encouraging the 
development of unemployment insurance funds, and this encourage- 
ment and the maintenance of our policy and tho encouragement of o 
technique of preventing even deeper depressions by the maintenance 
of purchasing power of wage earners. The bill offers an admirable 
arrangement for State cooperation, leaving the States free to develop 
the kind of laws which thoy want and yet imposing upon them addi- 
tional stimulation to increase and encourage and develop for them- 
selves the right kind of unemployment insurance laws. 

I trust that your honorable body will report this bill favorably to 
the Congress, : 

_ Mr. Cooper. Mr. Chairman, I had quite a number of questions 
in mind to ask, but the very helpful statement of the Secretary has 
covered most of the points that had occurred to me. I assume 
Madam Secretary, that the statement of your views here reflects the 
views of our present administration on this subject. ; 

cretary Perkins. You mean by that the President, sir? 

Mr. Cooper. Yes. , . 

Secretary Perkins. I have discussed this matter with the President, 
and in general, I should say that he agreed with me. He has not, 
however, and I want to be clear about this, authorized me to say to 
your committee publicly that he is in favor of this particular bill. I 

ave reason to believe he has studied it with particular care, but he 
will himself say to your committee what his views on the subject are. 

Mr. Coorer. You are not prepared to state at this time whether 
this is part of the President’s general recovery program? 

Secretary Perkins. -Well, I think that he will tell you that himself. 

Mr. Cooper. I see. 


have been left a surplus - 
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Secretary Perkins. The bill has been discussed with the President 
in great detail. 

Mr. Cooper. Thank you. Taking a broad, comprehensive point 
of view, is it your thought that compensation to employees in this 


_ country over a broad space of time supplies the needs and the require- _ 


ments of the employees? 

Secretary Perkins. Are the compensation funds great enough so 
that they can take care of all their employees? 

Mr. Cooper. In other words, over & broad stretch of time is the 
compensation to the employees sufficient to meet the needs and 
requirements of those empoyer 

cretary Perkins, I think there can be no doubt of that, sir. We 
have, of course, great irregularity in the earnings of our industries as 
you have observed. They are higher in some years than they are in 
other years. ; 

Mr, Cooper. That is exactly the point that had occurred to me. 
In other words, if we could level it off over a long period of years 
without these peaks and depressions that would accomplish tho pur- 
pose we have in mind. : ; 

Secretary Perxins. We would have accomplished a very great 
purpose for the stability of the country. _ 

r. Cooper. Yes; and of course that is the purpose of this bill, 
to have that even spread of employment as against the necessities 
and the requirements of the people. ; 

Secretary Perkins. That is one of the purposes; yes, sir. 

_ Mr. Cooper. Now, would you be kind enough to give us some 
information as to the treatment that has been given to this problem 
by other principal countries of the world? _ ; 

Secretary Perkins. Yes. The principal industrial countries of the 

world have all adopted some forin of unemployment insurance in 
past years and have been operating under those systems for a con- 
siderable number of years. 
_ In Englaud, as you know, they adopted a form of unemployment 
insurance about 25 years ago, and except for the fact that, imme- 
diately after the war when they were demobilizing their rapidly 
expanding industries, they had a large number of persons for whom no 
contributions to the fund had been made (they merely added them 
to the benefits on the mouient that they would have a brief pe ie of 
excess charge upon the fund, due to demobilization of the industry)— 
except for that, the fund would undoubtedly have come through 
solvent. It was more than solvent for over a period of 10 years 
when it covered only a limited number of industries in which there 
was regular unemployment, but in which thoy collected a. regular 
premium, just as you now intend here in tho States. 

At the present timo, if you look over tho whole history of the 
English unemployment insurance fund, you will find that thoy added 
the war risk to it, and they added the demobilization of industry 
after the war without contribution to it, and then they added ship- 
ping and coal, which are the two terribly depressed industries, where 
they would have had to bear the burden and cost of maintaining 
their population by relief anyhow. If they had not added those two 
industries the fund would have been solvent today. It is truo that 
necessary Government contribution came about because of the un- 
precedented decline of these two great industries, the shipping in- 
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dustry and the coal industry. This brought about a situation in the 
English experience where the Government was compelled to make 
unusual contributions to the unemployment insurance fund or else 
face the alternative which they are now facing of founding an unom- 
ployment insurance fund. The purpose for which it was originally - 
conceived was to build up a purely relief fund which did not piiend 
to be an insurance fund, but purely a relief fund for the relief of un- 
employed persons beyond the limits covered by the insurance itself. 

n Germany, in Italy, in Poland, in Ireland, and in Australia 
they have long had unemployment insurance funds. 

he testimony of industrialists as well as governmont officials in 
all of these countries is that thoy would not have been able to main- 
tain stability and maintain the level of stability of the population if 
they had been without that, and the testimony of the industrialists 
even in the most highly specialized of these industrial countries is 
that it would be unthinkable to go on without that. 

In particular in England the industrialists have in the last few 
years of the depression recognized one of the reasons that they did 
not go deeper into the depression, and you will remember that their 
depression was long, but it stayed on a level, it did not go deeper, 
was that they had to have the purchasing power for at least the mini- 
mum of production in that country and that they could depend on 
selling over the counter on Saturday nights the regular amount of 
goods that the wage carners were in the habit of buying, and that 
they did maintain not only those small shops, but maintained also 
a certain minimum production in all their industries and so kept 
from going completely on the rocks. ; 

Mr. Coorer. I assumo your Department participated in the prep- 
aration of this bill? 

Secretary Perkins. We had the honor, sir, to be invited to par- 
ticipate by Mr. Lewis and Senator Wagner. 

Mr. Cooper. How does the treatment suggested here compare, in 
an general way, with tho treatment accorded the same subject. in 
these countries of which you speak? : 

Secretary Perkins. Of course, we have a complication here of 
being a Federal country with a Constitution and a habit of life which 
not only by virtue of the Constitution but by our actual habits 
revolves around the States and the State governments. 

Mr. Coorer. I appreciate that. | 

Secretary Perkins. And that being the case, the complications, 
both tho legal complications and the social complications and the 
political complications surrounding any attempt to have a Federal 
unemployment insurance law adopted by the Congress and carried 
out. through the Federal Government seemed to us to be unnecessary 
to face if we could find any other way of accomplishing a result which 
would be as sound economically. . 

This is a device, therefore, of setting up a taxing system which 
will provide the Federal Government with 1 very necessary and very 
important amount of revenue, but permitting an offset against it in 
the amount of contributions to an unemployment fund or an insurance 
fund authorized by State law in the State, and it seems to us to admir- 
ably meet tho political situation and the social habits of the American 
people and at the samo time to offer probaly a very sound system 
of unemployment insurance which will be administered in the States 
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as the people of the State are accustomed to administer their own 
laws. We will have a further benefit of having an educative expe- 
rience for the employers of those States as well as for the employees 
and the people generally, an educative experience from the operation 
_ and management of this kind of a fund and this approach to the pre- 

vention of any one of our major social disasters. pte 

It is possible, sir, of course, and that is in the minds of many of us, 
that after a period of experience with such a law as this, that over a 
period of 10 or 20 years’ time it may be desirable to reinsure these 
various State funds on the ordinary insurance principle and thereby 
bring the advantages of Nation-wide security to it, not by manage- 
ment by the Federal Government, but by reinsurance through some 
form of agency of Government which could merely provide financial 
security. But that, of course, is far in advance, and could not be 
done until there were in existence not only a considerable number of 
laws, but a very considerable fund for the working application of the 
ordinary technique of reinsurance, such as is known in our fire and 
life insurance companies... 

Mr. Cooper. Is it true that this bill is based upon the principle of 
cooperation with the States? 

_ Secretary Perkins. It is based upon that, a principle which I think 
is very important to encourage at the present time. 

Mr. Lewis. Miss Secretary, this can be said, can it not. The 
minimum requirements of legislation in the States assure the funda- 
mentals of such reliof? 

Secretary Perkins. In other words, no offset can bo allowed for a 
fictitious system, ono which is not real, which does not actually build 
up, secure a fund or provide for regular payments to the persons for 
whom the benefits may be intended under this bill, and I think in that 
bc Py secures a minimum without imposing any hardships. 

r. Coorer. I would like to tako up one moro line of inquiry, 
Madam Secretary. With reference of the amount of tax, it is esti- 
mated that the 5-percont excise tax would yicld substantially a billion 
dollars a year? : 

Secretary Perkins. Yes, sir. 

Mr. Cooper. I thought I got from your statement that this tax 
would be imposed July 1, 1936? 

Secretary Perxins. Yes. 

Mr. Coorer. It is imposed July 1, 1935, and, of course, payable at 
the end of the year, which would be July 1, 1936. 

Secretary Perkins. Thank you, sir. Iam afraid I misspoke my- 
self. I meant to say it would be collected, paid in 1936. 

Mr. Coorer. It would havo to be made July 1, 1935? 

Secretary Perkins. Yes. 

Mr. Coorer. The imposition of the tax would begin July 1, 1935? 

Secretary Perkins. Yes, sir; thank you, sir, for correcting me. 


Mr. Coorer. Now, then, as to this amount of one billion dollars" 


per year, can you give us a little information, please, as to how that 
particular figure was arrived at, as the estimated amount that we 
would need? 

Secretary Perkins. I am free to say that that is an estimate, and, 
of course, you will have to accept it as an estimate, which must be 
checked and rechecked, and which is probably full of inaccuracies. 
It. might yield a billion or less. The bill before you is based upon 4 
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. collection of the tax from employers employing 10 or more persons. 
It exempts agricultural employees, domestic employees, physicians, 
nurses, and teachers. We have relatively inaccurate information, 
but, still, pretty fair-information as to the total number of persons 


employers and employees, coming through the census, and the total. _. 


number of employers. We have checked on that as to the number of — 
employees, and there are certain corrections of that in the census of 
employers, and the census of employments. So that, on the basis of 
those returns we estimated the total pay rolls of employers employing. 
10 or more persons and made a 5 percent estimate. It may be more 
than will be collected, or it. may be less. 

Mr. Cooper. I did not have so much in mind the accuracy of the 
amount yielded by this tax as I was secking information as to the 
requirements for the amount of revenue that will be yielded from this 
particular amount of 5-percent excise tax. In other words, is it your 
thought that we will need the billion dollars a year that is estimated 
here to meet this situation? ; ; 

retary Perkins. I suppose that your committee is better pre- 
pared than I am to know how much revenue the United States needs, _ 
ut remember that this collection will, of course, pass into the Treasury 
and it will not be earmarked for relief purposes. It is for general rev- 
enue purposes, as I understand it. 
used the word “offset”, I meant. it in the colloquial sense 
rather than in the accounting sense, merely that it will be addition 
income to the United States, which will not be earmarked for relief 
purposes and will in some degree reimburse the Treasury for the 
amount that it is spending and perhaps will have to continue to. 
spend for some time, that it will certainly have to continue to spend 
in any period of depression for the relief of unemployment. 

_For instance, not only relief appropriations of the Congress for 
direct relief but appropriations of the Congress for the Civilian Con- 
servation Corps, ap propnal‘one for civil works and appropriations for 

ublic works, are all forms of relief of unemployment made necessary 

y the unusual depression. ; 

The billion dollars collected does not meet that in the particular 
year in which the expenditure is made, but over a period of years it 
would substantially provide funds out of which these expenditures of 
the Goverment could be met in the period when it is necessary for 
the Government to enter upon an expanded program of public works 
- an pended program of particular forms of relief to meet an unusual 
situation. 

Mr. Coorern. It is not thought then that this fund derived from 
this oxciso tax measure in any way is to be segregated or sect apart 
wholly for unemployment relief purposes? 

Secretary Perkins. I am told that that cannot be done, that the 
funds that go into the Treasury, go into the Treasury, and that they 
are not segregated, but merely uild up the totel revenue of the 
United States. Having this extra money will help us meet extraor- 
dinary expenditures such as those of the last few years. 

I am just reminded that in the year 1933 alone the Federal Govern- 
ment spent $825,000,000 for bare relief alone, which is a very con- 
siderable sum, and does not include, of course, the money spent on 
public works. 

Mr. Cooper. Thank you, Madam Secretary. 
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that I had thought of asking yous but I would like to ask you one or 
his general pool that is proposed there, 
cular industry, now what is 


with the particular reserves for particular plants. That is a now 


éxperience. 

n the English system they provided originally for rebates after a 
period of years to those firms whose experience with regard to tho 
degree of unemployment had been less than the average. It is a 
- regular insuranco system of giving a robate if your experience is less 
or more favorable than tho average. You do not get it in life insur- 
ance, but you do in some forms of accident insurance, if your experi- 
ence has been below the anticipated oxperience, against whatever the 
catastropho may be. 

The nelish fund provided for that, and they provided a 10-year 
period within which the robate should be calculated, and just as they 
reached that period they were plunged into the war, when everything 
else was forgotten, and when all of their funds were pooled and used for 
whatever purpose was necessary for the maintenance of social stand- 
ards. They never did in effect apply the rebate system, although if 
they had gone on without the interruption of the war they would 
have, and we would have had some experience growing out of that, 
but the individual plant idea has never been completely tried out. 

As you know, the Wisconsin law provides for individual plant 
reserves. It does not go into effect until next July, however, so that 
we get from the Wisconsin system no actual experience which we 
can show you as an indication of what the experience will be. 

Mr. Frear. That is where it is returned to the specific industry? 

Secretary Perxins. That is where the fund is earmarked for the 

articular plant or firm and can only be used to pay unemployment 
enefits to the employees of the pardeulse firm. 

Mr. F’rear. I ought to know, because as you know it is my State 
with which I am familiar. J am wondering just how that money is 
collected, how it is devoted to these various industries? Is it set 
apart into the hands of the treasurer of the State or by what means 
is it accomplished? ; ‘ 

Secretary Perkins. It is collected from the industries on the basis 
of percentage of pay roll. Thoy pay $76 for each individual employee, 
and when they have collected a fund of that amount they cease to 
make contributions. Then it is held by the State in trusteeship. 
It is held for that particular industry. 

Mr. Frear. You spoke of England. The dole policy has been 
pursued ene. Does that have any relation to this insurance that 

ou speak o 
. Secretar Perkins. You see, sir, England mixed up their dole with 
the unemployment insurance. They were faced with a very terrible 
social problem, and they had in existenco this naeninery for dis- 
tributing unemployment benefits, and instead of making a distinction 
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at the beginning between their unemployment insurance and their 
purely relief distribution they cuautieted the two and they made a 
Government contribution directly. to the unemployment insurance 
fund and had it distributed in that way. They have, as you know, 
now reviséd their system, and 2 years ago they reviewed their whole 


_ system and put in certain restrictions as to the mingling of funds, : 


They have recently had a still further revision of their act, and they 
have now separated their unemployment insurance from their relief, 
and they are now having the so-called “means test”. Thatis, proof of 
necessity of receiving relief upon the part of all of thoso who would 
receive relief. ‘ 

However, they have had payment of unemployment insurance 
benefits up to a certain point. That has been because of the fact 
that they recognized that they had come to a point where they were 
actuarially unsound, that they must clear up their situation and 
separate the insurance from the relief. This bill does provide for a 
minimum amount of benefit, and that is the amount of benefit which 
is Cooumonsprate with the amount of tax collected and the premium 
collected. 

Mr. Frear. This is to be paid upon application. That is, it is not 
voluntary paid until an application comes to the administrative 
agency 

Secretary Perkins. You mean not paid to the beneficiary? 

‘ mh Frear. Yes, to the beneficiary, but he has to make applica- 
ion 

Secretary Perkins. Yes; he presumably would have to make 
application. 

r. Frear, The reason I spoke of that, I know in the caso of those 
doles I talked with soldiers over there, and the attitude of some of 
them was that they would not make the application because they 
felt it was humiliating to do so, and I was wondering whether 
in all cases they had to make application to get their benefits? 

Secretary Perkins. I suppose anybody would heave to file a claim. 
I do not assume that the administrative office would find it pombe 
to give them their benefits unless they filed a claim with. the facts 
recited. 

Mr. Frear. I am not speaking of the scope of this bill. It is 
necessary to file a claim here? 

Secretary Perkins. With the Federal Government? 

Mr. Frear. No; with the various States as they adopt this plan? 
Pian Perkins. Presumably it would be. That is up to the 

a e 

Mr. Frear, If they do not adopt the plan how is the money dis- 
tributed? 

Secretary Perkins. If the States do not adopt the insurance plan 
there will bo no distribution of the fund. It will merely accrue to 
the Treasury revenues. 

_ Mr. Frear. It is much like the estate tax in that respect, in that 
it encourages them to pass a law? 

pearly Perkins. Yes; it encourages them to pass a law; but in 
ease they do not it piles up in the Federal Treasury a large sum over 
a period of years which makes it, therefore, easier for the Government 
and for the taxpayers to meet relief needs in periods of depression. 
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Mr, Frear. But as to the average States that collection being re- 
caved som helt industries they would be very anxious to take ad- — 
vantage of it. ~ 
Secretary Perkins. They would; yes. 
Mr. Borune. Mr. Chairman. 
Mr. Lewis. Mr. Boehre. 
_. Mr. Boreune. My question is a very general one, and probably 

not entirely germane. Nevertheless, I would like to ask-this question: 
In your work in recent years in labor problems both in New York 
State and here in Washington, have you observed that any unemploy- 
ment insurance will eventually lead to a large number of American 
citizens being permanent objects of charity? In other words, that they 
would rather receive insurance and not work than not receive insur- 
ence and work? 

Secretary Perkins. Of course, I have yet to meet a man who 
would rather live on $10 a week, which is limited in most laws to a 
minimum number of weeks. 

Mr. Boenne. That is true, but that will be a charge made by any 
opposition to this. 

retary Perkins. It nay be so, but I have not yet met individu- 
als who are willing to live on $10 a week when they can earn $20 a 
week or $25 a week. In other words, this bill pays a man $7 a week as 
being the minimum; $7 a week is what is proposed in many of the laws 
that are now before the States, and $10 in others. In some of those 
they propose a total of 13 weeks at $10 and 26 weeks out of the year at 
$7. There are a great variety of proposals made. I have yet to meet 
any considerable number of people who would rather receive this than 
being employed. But, remember, it is proposed to make a definite 
limit to the number of weeks in which those people can be paid, so 
that the reason in that case would not be there. 

Moreover, a man who is unemployed, making gi ipo for these 
benefits must accept a job if it is offered to him. Of course, we now 
have the provision in last year’s Wagner-Peyser bill for submitting 
to the Federal employment office, through the public employment 
office which will be more than ever needed if a bill of this sort goes 
through in various States, and will be developed along with that. 
Through that publio employment office the demands of the com- 
munity for labor can be completely surveyed and pretty completely 
known, and we have a standing test that if a man seems to be inclined 
to live upon his unemployment benefits, we offer him a job which 
he must accept or lose his benefits. The only provision is that he 
need not accept a job at a pore wey there is a strike, or he need 
not accept a job at a wage which is substantially below the provailing 
rate of wages for that job in that community. In other words, you 
cannot utilize the need of an individual to depress the wages in the 
community nor to break a strike. Otherwise he must accept the 
job offered him. 

Mr. Cocuran. Madam Secretary, I had a number of questions 
which I wanted to ask, but your admirable statement has covered 
most of them. You have told us the experience of England under 
her uneuiploy ment insurance law in meeting the problems resulting 

rom ‘the demobilization of industry following the war. 

Secretary Perxins. Yes. | i ; ; 

Mr. Cocuran. I wonder if you have similar information with 
reference to Germany end France. 
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Secre Perkins. The German fund became insolvent about 5 
years ago due to a very prolonged period, as you know, of pnemible - 
ment and no employment, and therefore constant depletion of the 
fund. They translated it at once into a relief fund. They in fact 
did mix relief with the unemployment insurance fund and put people 


on who had been out of work more than a certain number of weeks, --~ 


directly upon relief and provided for them on a relief basis rather than 
on an unemployment benefit basis. The feature which commends 
the unemployment benefit system is that it enables a family to con 
tinue at practically tha same standard, not the same standard, but 
on a standard of security to which they had been somewhat accus+ — 
tomed. They do not at once have to go on to $2 a week ora basket of 
food, which is the relief ayeem: ; 

In other words, they keep on spending some money with the cer- 
tainty that it is coming in next week, and the weok after, and the 
week after that, while they are trying to readjust themselves to a 
period which may be, and which of course, t: oy always hope is 
only temporary while they find some other kin 
other place. he Germans, however, soon after the funds became 
insolvent divided their consideration of the problem into two sys- 
tems, the relief system and the unemployment insurance system. 

Mr. Cocnran. What is the situation in Germany today with 
reference to that system? . 

Secretary Perxins. I have forgotten the exact actuarial system, 
but they have continued this division into relief funds and unem- 
ployment insurance funds. The unemployment insurance benefits are 
very small. Mr. Lubin, who has io een making an actuarial study 
of the status of the European funds will be prepared to testify on that 
particular point if you wish him to. They have changed very rapidly 
in the last year, as you know. ., ; 

Mr. Cocuran. Would ie care to express an opinion as to this: 
If the provisions of this bill had been law in the United States in 1926, 
what effect its operations would have had upon the unemployment 
that has since resulted? 

Secretary Perkins. That is impossible to say, sir. Any answer 
that I should give would be highly speculative because I am not in a 
position tv measure the stabilizing influence of what a small regular 
payment in the short periods of unemployment might have done to 
prevent this major depression. 

Now, we can speculate, and if you will recognize it as speculative, 
I would like to hazard the opinion that the maintenance of the pur- 
chasing power of the wage-earning groups, even during the shorter 
periods of the minor depressions has a great deal to do toward the 
prevention of the major depressions and preventing the depth and 
acuteness of the major depressions. I should also like to hazard the 
opinion that with unemployment benefits at the beginning of a major 
depression would go far toward curbing the depression so that the 
line of unemployment would not fall so rapidly, and perhaps not so 
far but on that I feel like saying again that is a speculative opinion, 
and there is no real way of estimating it. The changes in American 
industry since 1926 have been very great and very profound and what 
the influence of this particular measure would have been if it had 
been in effect, we do not know. | 

We do know, however, that if it had been in effect there would 
have been in all of these industrial States a very substantial fund 


of work in some 
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created out of which benefits could have been paid to unemployed 
workers as they went off the pay roll, which would have gone far’ 
toward sustaining them through a portion of the depression which 
has gone so harshly upon them, and therefore would have resulted 
in mmelang much less demands upon both the State and Federal 
_revenues for the provision of public works and for the provision of 
relief as an offset to or as a remedy for the distress of our citizens. 
It is very difficult to measure it. The figures I gave you for Minne- 
sota were calculated upon the theory that a 4-percent contribution 
was mado of the amount of all the pay rolls from 1926 to 1932, and 
that 40 percent of the wages were pnid each week to those who were 
out of work for 40 weeks in the year. That is a very ample provi- 
_ ston, and it is much larger than most of the States have proposed to 
“make. It was a purely theoretical estimate that was being made, 
but the estimate was that the total income hetween the years 1926 
and 1932 would have been $86,000,000 and that the benefits paid 
out between 1926 and 1932 would have been $62,000,000, and at 
the end of 1932 after 3 years of depression there would have been 
still about $20,000,000 in the fund. We are sometimes inclined to 
forget that oven in periods of depression the major portions of our 
pay rolls go right on, so that although the benefits are being paid 
out of the fund with one hand, on the other hand there is contribu- 
tion to the fund being made on behalf of those who are still employed. 
Mr. Cocnran. Madam Secretary, if this bill wore enacted into 
law, and if all of the States passed complementary legislation, in your 
opinion would its operation prevent major depressions hereafter? 
Secretary Perkins. I think it might have the effect of preventing 
major depressions, but I would not like to be interpreted as having 
said categorically that it would actually prevent major depressions. 
I think it would have an effect toward the prevention of major 
depressions. . ; 
r. Reep. Madam Secretary, in view of what you have said, 
pereps I should wait and direct this question to Mr. Lubin, but 
was venders just what you have gained from tho experience of 
other countries in unemployment insurance. I was thinking when 
you mentioned France, that, of course, there is a situation where I 
understand there were several million men killed. They really had 
more or less a shortage of labor. I was wondering just how far that 
might have a bearing on the situation, and then, too, you ‘have a 
situation there, from what I have read, that absorbs the labor as it 
loses work in industrial plants. Over there they are very close to the 
soil, and when men lose their employment in industrial plants thoy 
drift back to the farms. I was wondering just how far that had 
helped to mitigate the situation. 
cretary Perkins. That has mitigated the situation to some 
extent, and, of course, then we have to recognize that the French 
have had a very definite philosophy against the mechauization of 
industry, or, at least, hold back the mechanization of industry very 
substantially for the purpose of not creating too much unemploy- 
ment in a relatively stable population: Mr. Douglas and Mr. Lubin 
really have information on these ie i conditions, and they can tell 
you about that. They have never adopted a compulsory unemploy- 
ment insurance law in France. . 
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Mr. ReEp. I was there when they were planning rehabilitation of 
the war-torn area and it was a very comprehensive program, and, of 
course, that absorbed a great deal of the labor there. I am somewha 
sympathetic with the purposes you have in mind, in fact, very much 
so. I was just seeking some ] 
course, if other countries had similar oxperiences to ours, it would 
be very helpful. 

Then, there was another point I wanted to ask about: Are.there 

definite figures upon which actuaries can really baso figures of 
this character? 

Secretary Perkins. Mr. Rubinow, who is an actuary from Ohio, 
and who is connected as actuary of the Ohio Unemployment Commis- 
sion will testify later on this. The question of whether this risk can be 
computed actuarially is ono, of course, upon which actuaries disagree. 
There has not been long enough experience, so the more conservative | 
ones will tell you, to enable them to make an estimate of the total 
cost of insuring the total amount of unemployment. It is for that 
reason that most of the proposals which are being made in this country 
are dofinitely limiting the number of week's benefit and dofinitely . 
limiting the amount of payment per week. If you limit the amount 
of payment per week, and if you limit the number of week's benefit 
which can be paid, then you know tho payments, the total sum that 
would havo to bo paid in 1 year, and you can therefore compute 
the sum which must be collected, and you can apportion that appro- 

riately between the employers who must make contributions and 
tween persons who must make contributions to the fund. Experi- 
ence may prove that the theoretical collections will bo in oxcess of 
the need, but upon that we shall onl; be able to make sound calcula- 
tions and sound conclusions after we have had some experience on a 
limited, very conservatively managed fund. It is for that reason that 
there are very conservative safeguards in all of the laws which aro 
being passed in any of the major industrial States today. 

Mr. Reep. Thank you, Madam Secretary. 

Mr. Lewis. In your estimate of a billion dollars as resultant of this 
tax, what year was employed as the basic year? 

Secretary Perkins. For tho collection of it? 

Mr. Lewis. Yes. 

Secretary Perkins. Tho present time, the present year. 

Mr. Lewis. The estimate would be based, then, upon the present. 
low state of the industries? 

Secretary Perkins. We did that because we knew no better. 

Mr. Lewis. We thank you, Miss Secretary, most warmly for your 
vory comprehensive statement. 

Secretary Perkins. I shall be glad to have anyone from the Dopart- 
ment apiece before you whom you wish, sir. 

Mr. Lewis. We will noxt hear from Senator Wagner. Sonator, 
the members of the Committeo and the Subcommittee have a meeting 
at 20 minutes after 12, and I would like to inquire whether you 
would prefer to make-your statoment now or later. 


ght on the subject, and I thought of _ 
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STATEMENT OF HON, ROBERT F. WAGNER, UNITED STATES 
SENATOR FROM THE STATE OF NEW YORK 


Senator Wagner. What time is it now? 

Mr. Lewis. It is about 5 minutes to 12. We donot want to restrict 
you in any way. I was wondering whether you would prefer to start 
now and resume again at 2 o'clock. 

Senator Waaner. I,doubt whether that will be necessary. After 
the very admirable and as always brilliant presentation by Miss 
Perkins, there is certainly nothing of a dotailed character that I can 
add. In fact, I do not even pretend to be any kind of an expert on 
this question, and in view of the really very clear Presentation which 
has been made by Miss Perkins, I am going to confine myself to some 
general observations, which I think I can finish in 16 minutes, 

Senator Waoner. Mr. Chairman, the protien: of unemployment 
did not result from the depression, nor will it vanish completely with 
the return of normal economic conditions. It is too deeply embedded 

‘in modern industrial society. In the boom year 1927 between 
2,000,000 and 3,000,000 people were unable to find work, and since 
then the displacement of men by technological improvements sug- 

gests a long-range challenge to our social inventiveness. 

Nevertheless, the depression has had a tremendous effect upon our 
thinking about uneinp omen’ On the ethical sido, it has sharpened 
8 consciousness of public responsibility by proving that unemploy- 
ment is due to a social disease rather than to individual shortcomings. 
In the early part of 1930 the first comprehensive survey showed that 
among the 3,000,000 unemployed, 2,600,000 were ablo and willing 
to work. I think this answers the suggestion that with the passage 
of this legislation we might have a large group that would prefer to 
accept unemployment insurance rather than work. That has often 
been stated, but personally I think it is a libel upon our American 
worker, and this depression has proved conclusively that he does not 
want charity ; he wants to work. 

On the economic side, recent events tell us unmistakably that 
unless we deal boldly and cone. with this subject we face an 
endless series of catastrophes. A shrinkage of 41 percent in tho 
volume of employment and over 50 percent in the real income of wage 
earners is in every sense a national calamity, and a terrific menace to 
democratic procedure and the preservation of our best ideals. . 

We are notoriously a practical people. When faced with a prob- 
lem of this magnitude, we intend to solve it. Schooled as we are in 
self-reliance, our first thought may be that the unemployed should 
rely upon their own savings. During the so-called prosperity era 
the average wage earner received only $1,500 a year, or $29 per week, 
with which to provide for himself and his family. This is hardly a 
subsistence wage, and its persistence eyen during a period of rapidly 
increasing national wealth was an indictment of us all. Surely, we 
do not desire to make the record even darker by claiming that the 
poor should bear the costs of business decline. it should not and it 
cannot be done that way. : ; ; 

The second possible recourse is to private and public charity. The 
worst feature of this is its utter insufficiency to remedy want. The 
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State of New York is the wealthiest in the Union, and one of the 
promptest in responding to social needs. Yet in 1932 the largest 
gum ever spent for relief in 1 month in New York City was $4,000,000, 
contrasted with a monthly wage loss due to unemployment of from 
80 to 90 million dollars. Duri 
the Federal Government was engaged in the most wide-spread relief 
program in our history, I estimated that only 10 cents per day were . 
available for each of the millions of men, women, and children de- 
pendent upon publio funds. 

Aside from its material inadequacies, charity is a poor substitute 
for earned income.’ So long as we live under a system in which 
industrious men normally win their bread by working, industrious 
men suffer degradation when they must exist by begging. Recent 
experience has shown that the vast majority of American workers 
will not enter the bread line until their families are upon the border- 
land of starvation. That is an answer to the suggestion that he does 
not want to work. ‘They want and merit an opportunity to pre- 
serve their self-respect and morale. Their record is complete refuta- 
tion of the charge that a systematic plan of unemployment reserves 
would encourage indolence, 

The final shortcomings of the type of public relief that we have 
witnessed recently is that it has almost no tendency to prevent 
or abbreviate depressions. It begins to operate only after the 
emergency occurs. It seeks to raise funds at the bd time when it 
is hardest to do so. It curtails purchasing power by drawing heavily 
upon people of moderate means. For example, in my own city, an 
apprope ston of $5,000,000 per month to aid the jobless was accom- 
panied by an annual reduction of $20,000,000 in the salaries of city 
employees, most of whom do not earn large incomes. Until 1932, 
65 percent of the cost of public relief was borne by localities, using 
general property taxes that place a disproportionate burden upon 
people who are not wealthy and who do not possess much intangible 
property. 

he clear alternative to these defective and makeshift devices is 
unemployment insurance or reserves. Almost shied enlightened 
European nation has found insurance workable and beneficial, and 
no country that has tried it has deviated from its basio principles. 

There was a very interesting discussion this morning on these 
European plans. Of course, Miss Perkins is much more familiar with 
these plans than I am, but I have examined into the records closely 
and find that every industrial country but our own has inaugurated a 
system of unemployment insurance. 

_ tis even more important to note that the soundness of the reserves 
idea has been capitalized by American industry. During the firet 3 
years of the depression, the surpluses stored up by business men 
served as an almost complete cushion againet decline in the incomes of 
stock owners and management. While wages were tumbling down- 
ward at a dizzy pace, dividend payments in 1930 were two and a half 
times as high as in 1926, and in 1932 they were 80 percent higher than 
in 1926. These figures not only show that insurance is feasible. 
They bring ee into the limelight the social injustice of providing 
the least protection for the workers who need it the most, and o 

outing to their backs the heaviest and most immediate burdens of 
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This contrast, however, is not simply an ethical eyesore. It focuses 
attention upon the most serious economic flaw in our present system. 
The building up of capital reserves to insure the continuous payment 


of high dividends means that when depression begins-there is no pro- | 


vision for initiating a flow of purchasing power into the hands of 
~ consumers who have suffered reductions in wages or lost their jobs. 
Instead, regularity of income is provided for those in the upper 
brackets, an such income is reinvested in capital equipment or frozen 
in savings vaults. Unemployment insurance or reserves, on the other 
hand, would check an impending depression by releasing new stimu- 
lants to consumer demand. They would benefit every group by pro- 
- moting industrial stability. 

There are certain fundamentals upon which most students. of 
unemployment insurance agree. In the first place, it is clear that 
compulsory action through law is necessary. Voluntary systems of 
protection, after two decades of propaganda, covered only 200,000 
workers in 1932. This is not because the majority of paplovers do 
not realize the benefits of insurance, but because the standards of 
action are set by the least moral and least farsighted competitors. 
- Secondly,. the necessary compulsion should be left to the several 
States, because of the varying social and industrial conditions prevail- 
ing in different parts of the country, and because each of the several 
insurance or reserves exponents should have opportunities to test the 
vallolly of hisideas. This point was emphasized by Miss Perkins this 
morning. 

However, there is an area that should be covered by Federal action, 
for without such encouragement the more progressive States, with 
one exception, have failed to enact unemployment insurance or 
reserve laws because they fear the competition of more backward 
areas. Therefore, this bill imposes a Federal tax upon the pay rolls 
of all employers utilizing 10 or more employees, excepting agricultural 
laborers, domestics, teachers, and a few other groups. It provides 
for a rebate to all employers equal to the amount that they contribute 
to unemployment funds under Statelaw. Of course, the States would 
preter to have reserves built. up and invested at home rather than by 

he Federal Government. Hence the passage of this bill should lead 
to the rapid enactment of National wide State laws. 

An important feature of this bill is its emphasis upon the stabiliza- 
tion incentive. An employer who has succeeded in reducing his State 
contribution because of success in regularizing employment will 
receive an additional rebate as a reward for his efforts. 

Despite the wisdom of allowing each State to devise its own plan, 
no State will be allowed to secure rebates for employers by instituting 
a scheme that has not real protection features. This bill sets up 
basic standards to which all State laws must conform. These 
standards include reasonable benefits to the unemployed. They 
. also require supervision or administration of funds by the State 

and prohibit the utilization of pve insurance companies. They 
insist that no worker shall be denied benefits because he refuses to 
accept employment as a “scab”, or upon condition either that he 
enter a company union or refrain from belonging to a labor union of his 
own choosing. 

Finally, the first Federal tax would be imposed for the year com- 
mencing J uly 1, 1935, and thus would not introduce a novel factor at 
the present time into the industrial revival that is at hand. 
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‘I believe that every State which enacts unemployment insurance 
or reserve laws will benefit searieesuraly. thereby. Every law im- 
posing an additional cost upon industry has béen fought bitterly by 
the short-sighted or the selfish. This was the case with workmen’s 


compensation. But every such law has been vindicated, not only by ~~ 


improving the lot of employees, but also by yielding beneficial returns 
to employers. The creating of new incentives to efficiénoy, the 
promotion of more amicable and equitable industrial relationships 
and above all the stabilization of employment, are matters in which - 
everyone should have a profound interest. This bill is addresse 
directly to these problems. I believe that it will remove some of the . 
causes of unemployment and afford the only possible adequate and 
respectable relief to those who are without work from time to time. 
Therefore I urge upon the members of this committee the necessity 
of speedy and favorable action upon this bill. 
r. Lewis. Thank you very much indeed, Senator. 

Now, may I call on Mr. Hopkins, who I believe is present. This is 
an exception to the announced order of witnesses, but as we all know, . 
Mr. Hopkins is a very busy man, and we will hear him at this time. 


STATEMENT OF HON. HARRY L. HOPKINS, FEDERAL EMERGENCY 
RELIEF ADMINISTRATOR 


Mr. Hopkins. It seems to me that there are two wide fields or 
social problems that can be-handled properly by means of insurance, 
compulsory insurance, and cannot be handled in any other way. 
Those are the fields of sickness insurance and unemployment insurance. 
It is impossible, it seems to me, for the wageworker with a family to 
put in his family budget sufficient to maintain himself during periods 
of unforeseen idleness, just as it is impossible to put in his famil 
budget an amount to maintain him if there is illness. While there is 
such a thing amongst workers families as avenge cost of rent and food, 

ou cannot average illness or unemployment, because the whole cost 
alls on the person who is ili or who is unemployed. 

Therefore, it seems to me that the only way to meet those costs is 
through a scheme of insurance. I,think we have had enough experi- 
ence in the voluntary end of this business to become convinced that 
it can only be done by compulsory insurance. 

Now, why do we have insurance when the relief funds are available? 
If we are unfortunate enough to have another business depression, 
why not do it through the relief route? Well, I think that answer 
is pretty self-evident. Relief is a degrading thing for an individurJ. 
He has no right to it. He gets it after an investigation as to whether 
he is in need.’ You cannot ignore the moral factor in a workingman 
who knows that if he is thrown out of work for no fault of his own 
he is guaranteed a benefit. I do not think you can overstate the 
value of that. 

Now, we have heard a lot about these insurance schemes being a 
dole, and I have no doubt we will hear about that again. Most of 
the people that use the word do not know what it means, and in the 
main, it seems to mo that it has been a word that has developed in 
the past 10 or 12 years on the part of people who simply do not 
believe that unemployed folks should be taken care of. 
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As a matter of fact, there is no question in my mind that the coun- . 
tiies that had unemployment insurance, and particularly England, 
that their schome of taking care of unemployed was far better than 
ours, and it does not cost any more than ours. _ 

Now, there are a number of other arguments in favor of this. 

nator Wagner brought out one, that we collected a large proportion 

of the funds in times when the business cycle is good, when it is fairly 
easy to get the money. Lately we have been to get these 
millions and these billions of dollars for the unemployed at the very 
time when industry and the Government could least afford a tax for 
it. e largest contributions toward the fund would come during 
periods of the largest ¢mployment. 

Now, I have this feeling about it: This insurance bill or any unem- 
ployment insurance bill is not a cure-all. It does not settle this 
roblem by a long shot. I firmly believe that in addition to an 
nsurance scheme you have got to have work benefits provided throug 
a well-organized scheme of public works which will be projected over 
years to come, which would move up in times of industrial depression, 
and move down when it was not needed. I do not mean to imply 
that I do not believe that insurance benefits are necessary. I believe 
they are, but I think that you are going to have to find something to 
supplement that at the time when the insurance benefits stop in 
- form of work opportunity, which is, in effect, a part of the whole 

scheme. 

Now, as I see it, it seems to me that it does two things: First, it, 
the insurance bill, eliminates a fear in the minds of the workers. The 
average worker in this country has no security, and the constant fear 
that he is going to be thrown out of a job and thrown onto relief rolls, 
even though we have an adequate relicf system, is demoralizing. It is 
not fair to ask these decent workers to do it. Now, I think we cannot 
overemphasize the importance of the elimination of the fear in the 
minds of the workers of America, which this bill would substantially 


0. 
Also, I think it would provide for tho expenditure of funds which 
would be very nicely and advantexeously timed to the decline in 
employment, which would move funds into circulation and into 
industry, and into business at the very time when they are needed. 
I do not want to overemphasize that. This is not going to, in my 
opinion, prevent any depressions, but I think it will help. You have 
t to be cautious as to extravagant claims as to what this is going to 

o. Itis going to do certain things that are necessary and essential, 
but it is not going to solve the problem of industrial depressions in 


my opinion. 

I think the final and real argument for this is that this is a matter 
of simple social justice. Tho workers are entitled to this. We 
pay it. The consumer will pay this bill, because it will all be passed on 

us, but I think the workers of America are entitled to the kind of 
qusreniees and to the kind of benefits, and these benefits are rela- 

ively modest ones, which this law will give them. 

I do not believe that if wo had had an unomployment insurance law 
even in 1926 that we would not have had to develop other supplemen- 
tary schemes during this kind of a period, but in the main you are now 
thinking of a law which you do not associate with this kind of a depres- 
sion. You are thinking of something that you associate with an 
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industrial depression which drops off a million men from employment 
during a period of months or-a year. Wher you get into this kind of a 
thing you are always going to have to take other steps to supplement 
any insurance scheme, 

T am, deeply in favor of a scheme of compulsory unemploymen 
insurance. I believe it is far better than relief. I think it will nee 
to be supplemonted by a scheme of work benefits through public works, 
and I hope the committee will find it possible to make an affirmative 
and favorable recommendation to the House on this bill, 

Mr. Lewis. Are there any questions? ; 

Mr, Frear. I have one question, Mr. Chairman. It refors to this 
only incidentally, and that is that we are etting many letters in 
regard to old-age pensions. Have you anything to suggest along that 

ne 


Mr. Hopxrins. Yes; beliove we are getting to the time when we 
have got to take this group of people that, I would say, today number 
about 20,000,000 people in America, who are gettin . benefits today 
from the States, counties, and the Government and ivide them into 
groups such as the aged, the sick, and chronic dependents. If you 
want to start old-age pensions at once it will not be done by the 
insurance route, - 

I think it woufd be desirable now to begin to take off certain seg- 
ments of those groups of people and say we are going to take care of this 
proup in this way. We might as well make up our minds that we 

ave the job of taking care of a  Breat many old people in this country. 
I do not believe it should be done entirely by the Federal Govern- 
ment. Whether or not it should be done by a grant in aid of the 
States, I do not know. 

At this particular moment, I preuins that the Federal Govern- 
ment is paying a very substantial part of the cost. While we deal 
with unemployment, I know as a practical matter that from one ond 
of this country to the other there are receiving benefits many people 
who are not bona fide unemployed people, but old people, and people 
who are ill. I would like to see something done in reference to taking 
care of this problem, which gives us very much concern. 

Mr. Frear. Is there any proposal you know about to raise funds 
that would be necessary by the Federal Government so as to impose 
collection similar to this bill in the various States? 

, Mr. Hopxins. I simply know there have been two or three bills 
introduced in Congress. ‘I do not know the status of them. 

Mr. Frean. It seems that this imposing and collecting of funds and 
distributing them to the States dependent upon their passing laws 
ought to be sufficient in this connection too. 

Mr. Hopxins. Do you mean this can be used for old-age pensions? 

Mr. Frear. Yes. “I was bapeerer | whether anything like that 

ad been proposed in that connection 

Mr. Hopkins. Not that I know of. ‘ 

Mr. Lewis. Can you supplement your remarks with a summary 
statement of your experience in this relief work, I mean a type- 
written and comprehensive statement? 

fr. Hopxins. Yes. 

Mr. Lewis. Your oxperlsts in this relief work? 

r. Hopxing. Yes; 1 would be gled to, Mr. Chairman. 
r. Lewis.. Thank you very much indeed. 
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‘Mr. Reep. I have just one question, Mr. Hopkins, because this is 
s thing that has disturbed me for several years. It may not enter 
into this picture, but it cannot be ignored and that is the tendency 
of corporations all over the country to simply cut off a man when he 
has reached an age when he still thinks he is very efficient, and they 
- take on a younger man and leave the man of 45 without any chance 

of employment. I was just wondering if you had given some thought 
to that, because it really does enter into this picture. 

Mr. Hopkins. That s going on right now, very substantially, all 
over this country. Especially in reemployment the industries hire 
these younger people. 

Mr. Reep. Have you any figures shawing how many people thero 
are who are thrown on the scrap heap because they have arrived at 
the age which is arbitrarily fixed as the age of lost efficiency? 

tr. Hopxins. We know the number of people of that age who are 
on our relief rolls in America. That is the only figure I have. I 
hear about it all the time, but I have no statistical evidence. I have 
@ conviction that that is going on, and it is a very serious problem. 
_ Mr. Lewis. These debarred workers are our American untouchables 
in the terms of India. 

Mr. Coorer. Could you include in your statement, Mr. Hopkins, 
such information as you have on that point? $ 

Mr. Hopkins. Yes; I should be glad to. 

(Whereupon, at 12:45 p.m., the hearing was adjourned until 2:30 
p.m. of the same day.) 

AFTERNOON SESSION 


(The committee reconvened at 2 p.m.) 

Mr. Lewis. Ladies and gentlemen, the committee is ready to 
praceed. Professor Douglas, you are next on the list. I understand 
you have agreed to let Mr. Epstein precede you. 

Mr. Dovoatas. I would be glad to do so. 

Mr. Lewis. All right, Mr. Epstein. 


STATEMENT OF ABRAHAM EPSTEIN, REPRESENTING THE 
AMERICAN ASSOCIATION FOR SOCIAL SECURITY 


Mr. Epstein. Mr. Chairman, and members of the committee, I 
was very much interested this morning to find that so many of you 
were interested in what has been the experience with unemployment 
insurance in other countries. That, of course, has a very important 
relation, and I am ve glad to seo the members of the committee 
interested in that particular phase, hecause for a number of years, 
when it came to social legislation we have sort of taken the attitude 
that just because other countries do it and do it successfully, there- 
fore that is 8 vory good reason for us not to doit. So that Iam glad 
to see there has been a real change of attitude in that regard, for the 
expertise of other nations has been and is of real value. 

shall, therefore, try to present to you some of the comparative 
developments of this country as compared with England. Un- 
doubtedly, the most successful system of unemployment insurance— 
and to my mind the best system, as a matter of fact, perhaps the 
only real araem of unemployment insurance—that exists anywhere 
is the Britlsh system of unemployment insurance. It is at present 
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the most successful, the most thorough, and today the most plausible 
example for the United States, and, therefore, one that cun teach us 
the best lesson. 

First, I should like to state the problem, and that is that we in 
this country have the greatest problem of unemployment, and this 


fact is now admitted by all. To quote, for instance, a recent states 


ment of President Roosevelt. He stated as follows: That our 
country has been facing a problem— 

that no other nation in modern history has ever been.confronted with. We have 
heard a great deal of unemployment on the other side, in England, in France 
and Germany, but at no time in any of these countries has the unemployment 
situation even approximated the unemployment situation in the United States 
ast spring. Yow can figure it at 12 or 14 or 16 million, or whatever you like— 
on the basis of population that fs a larger percentage of men, women, and children 
out of work, in most cases suffering physically and mentally—a sarger proportion 
than anywhere else. 

That, gentlemen, is a direct quotation from the President a few 
months ago. ; | 
Our fear of the so-called “British dole system” has not prevented 
us from introducing into this country the most degrading and ineffi- 

cient system of doles ever known. | ; 

I was happy to hear Mr. Hopkins practically say the very same 
thing. e e e e 

No matter how much we attempted to shift our responsibilities, 
we were forced during the peak load of relief, last spring, to support 
a total of 4,660,000 families approximating 20,000,000 persons, or 
one sixth of the population of the United States through unemploy- 
ment relief from public funds. 

Instead of ta advantage of the modern method of unemploy- 
ment insurance, with employers and workers making roreler contri- 
butions, we have merely perpetuated the antiquated, incompetent, 
and haphazard 3-century-old poor relief system which, in the words 
of the President of the United States, “we might just as well call 
frankly a dole.” 

I should add that it is the worst kind of a dole. ; 

Moreover, our system has actually proved far more expensive than 
the British plan. Mr. Hopkins made this very statement this 
morning. Our total public relief expenditures in 1933 are generally 
estimated to have amounted to between $900,000,000 and $1,000,- 
000,000, not to speak of the $300,000,000 appropriated for the. Fed- 
eral Surplus Relief Corporation. It is a fairly conservative estimate 
to say that we spent about $1,000,000,000 on public relief in 1933. 

But while we were following the most degrading system of doles 
the British Government for over 20 years has followed a system of 
self-respecting insurance to which, employers, employees, and_the 
State have made rogue contributions. Although the British Gov- 
ernment in 1933 took care of a much larger proportion of her unem- 
ployed population than we did, and granted relief at least twice os 
adequate as the average relief dole in the United States—and in 
purchasing power, I should say, perhaps three times the adequate— 
the total expenditures in Great. Britain did not exceed more than 
approximately $300,000,000, which, on the basis of our ‘population, 
approximated $830,000,000. In other words, if we had a system 
such as the British plan, we in 1933 would have been able to take 


t y, than the Brit 
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care of a larger proportion of unemployed persons, on 8 much more _ 


adequate basis, and, at the same 


taxpayers. 
As Mr. Hopkins said this morning, our relief system has actually 
proven more expensive, in dollars and cents, let alone in human 

ish system of unemployment insurance. 

ut even more important is the difference in results attained 
by the British policy of insurance and our policy of degrading doles. 
he number of unemployed has even today not declined appre- 
clably in the United States. Were it not for the stimulus given 
through the P.W.A. and O.W.A., there are few indications of a truly 
increased employment, despite all the efforts of the N.R.A. On the 
other hand, the British unemployed have declined by about 700,000 
or approximately by one quarter during 1933, and their number is 
steadily decreasing. Britain is definitely on the upgrade and the 


ime, save some money for our 


number of unemployed is declining every week. 


Moreover, the British system of social insurance has upheld the 
English index of products to a higher point than that of any other 
country during the pact 4 years of depression, while our index of 
employment has declined to a lower point than that of any other 
nation. The physical volume of production, for instance, taking 
1929 as 100, declined in Great ‘Britain to only 84.1 in the middle of 
1932. In Germany the index declined to 56.9 and in France to 
67.3. But in the United States, production during the same period 
fell to the unprecedented low point of 51.3, which is about one half. 

Indeed, British industries manufacturing for home consumption 
have been relatively stable even in the worst 2 years of the depression, 
in 1931 and 1932. In such industries, for instance, as electric wiring 
and contracting, silk and artificial silk, the electric cables and lamps, 
electrical engineering, printing and publishing, motor vehicles, bread, 
cakes, and so forth, all the industries that manufacture for the home 
market, the index of employment in Great Britain remained at 
practically 100 percent, or even higher in 1932, in the worst year of 
the depression, than it was in 1931. . 

In other words, the English market, the home market, was main- 
tained at practically 100 percent, whereas the index in its exporting 
industry, although that is where England was affected mostly, even 
in that case it did not fall to as low a point as it did in the United States. 
Why, gentlemen, did this difference occur? 

The fact is that England had a depression for about 6 years longer 
than we did. The fact is that England depends upon the foreign 
market much more than we do. Whereas with us only about 10 
percent of our goods are exported, England experts about 30 or 40 

ercent of her manufactured products. Yet espite the fact that 

ngland suffered a-depression for over 10 years, despite the fact that 
England depends upon her foreign market much more than we do— 
despite all these things, the index of production in England was kept 
at a much higher level than that of any other country, and especially 
much higher than in this county: : 

What have been the reasons for that? The reasons are, in effect, 
that the wide system of social insurance, which England has experi- 
enced for the last 30 years, has made available in England purchasing 

wer which prevented its unemployment from ‘caching the appalling 

evels reached in the United States. 
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Thus the American people have not only been misled about the 
costs of the present chaotic system of relief doles to the American 
taxpayers, but even more untruthful has been the inspired propaganda 
to the effect that an adequate system of unemployment insurance 
adversely affects industrial production. 

c) 


ritish system of unemployment insuranca stands out ip ep 


t 
only as a great humanitarian undertaking, but it is universally 
acknowledged in England that it has also proved of the utmost help 
to British industry and production. Despite its more difficult prob- 
lems, Great Britain’s unemployment insurance plan has saved that 
nation from descending to the depths of depression experienced by 
this country and other countries. Far from being harmed by her 
expenditures on unemployment insurance, the money thus disbursed 
has given increased Purchasing power to the Sagiish people and 
prevented production from falling to the low levels experienced in 
this country. 

Tho wide system of social insurance has enabled Great Britain 
not only to augment internal purchasing powers but to temper the 
depression in other ways as well. By drawing a considerable share of 
the cost of social insurance from taxes on inheritances and high 
incomes, overexpansion of credit and industry was prevented and the 
insensate boom which characterized our period of prosperity avoided. 

Money was transferred from unnecessary investments and idle 
savings to supply actual purchasing power to the unemployed, the 
aged, the widows, and orphans who would otherwise have been unable 
to buy anything, thus cushioning the shock of the depression. 
the building up of reserves, England diverted funds from _ useless 
speculation of good times to essential expenditures in bad times. 
Finally, by establishing security and lessening the competition for 
jobs at any price, wage rates have been maintained almost intact, 
thus assuring full purchasing power to those who continue at work. 

Perhaps I ought to call your attention to this very important fact: 
That whereas our wage rates have declined by at least 50 percent or 
more, and our actual wages have probably gone down from $1,400 
to $800, as Professor Douglas noted the other day, England’s wage 
rates from 1924 to 1933 have actually gone up rather than down, 
because they did not have the competition for jobs, with work at any 
price, as has been the experience in this country. 

Every British student of the problem has testified to the same effect 
and the resulting benefits. According to a recent statement made by 
the Archbishop of Canterbury: 

There is * * * general agreement among clergy and Cheistian social 
workers that * ® * unemployment insurance has * * * = undonbtedly 
saved many from the worst physical results of unemployment. Unemployment 
the nant not attended by the same amount of physical hardship as was the case in 

Sir William Beveridge and Sir Arthur Steel-Maitland, former Tory 
Cabinet minister, on their recent visit to this country stated: 

Unemployment insurance has saved an amount of human misery andsuffering 
that simply cannot be calculated. It has brought us through the depression 
without civil disturbance and without starvation. 
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The same opinion was expressed by the latest Royal Commission 
which declared that: 


It (unemployment {nsurance) has prevented serious distress in a period of 
unprecedented unemployment— 


while Sir Herbert Samuel, another former cabinet minister, stated a 
~ short while ago: 

I don’t think anyone fn England, citner tn Parliament or out, would want to 
see the unemployment {insurance fund or the old-age penston bills repealed. 

I might add that yesterday we completed a study of malnutrition 
in this country and in England, and to our real shock—and I know 
you gentlemen will be just as shocked as I have been—we found that 
_ whereas a recent éstimate by Miss Perkins stated that at least 20 per- 
cent of our school children in the United States suffered from mal- 
nutrition, today the British chief medical officer in a recent report 
stated that the percentage of malnutrition among British school 
children is less than 1 percent, and that throughout the depression it 
has not increased one bit. 

__ There is something to think about, in a country which has prided 
itself and has done everything it possibly could to elevate the welfare 
of our children. | ‘ 

Mr. Reep. Is it proper to interrupt the witness, Mr. Chairman? 

Mr. Lewis. Yes, sir. 

Mr. Reep. Mr. Epstein, I know you are coming to this a little 
later, so you might answer itnow. Have you got the figures showing 
eee tnt mortality rate over there and in this country during this 
perio 

Mr. Epstein. I am sorry but I havo not got them with me. How- 
ever, I think it is about as low, if not lower. 

r. Reep. Would you mind putting them in the record? 

Mr. Erarein. I will try to get them for you, if I have them. 

(Mr. Epstein subsequently submitted the following data:) 


One fifth of all preschool and school children of America show signs of ‘poor 
nutrition, of inadequate housing, of lack of medical care,” according to the author- 
itative estimate made recently by Miss Francis Perkins, Secretary of Labor of 
the United States. As many as 34.8 percent of the school children of a district 
fn New York were rated as subject to “poor” or ‘very r” nutrition in a 
study conducted by the United States Public Health Service and the Milbank 
Memorial Fund. A United States Public Health Service inquiry covering 
Cleveland, Detroit, and Syracuse disclosed that the milk supply of families re- 
duced to relief status “averaged 30 percent Iess than the minimum for an ade- 
quate dict and the supply of vegetables other than potatoes about 50 percent 
less than the minimum.” 

According to Miss Grace Abbott of the Children’s Bureau of the United States 
Department of Labor, “hospitals and clinics report an increase in rickets among 
children; in New York City, where relicf for the unemployed has probably been 
more nearly adequate than in any other of the largest citics, the city Health 
Departinent reports that 20.5 percent of the school children oxamined were 
suffering from malnutrition in 1932 as compared with 13.6 percent in 1928 and 
13.4 percent in 1929.” 

As against these figures, there is the official declaration of the chief medical 
officer of the British Ministry of Health, in his annual report for 1932, that 
malnutrition has been found only in about 1 percent of the school children of 
England. The report states: ‘During the last 4 years, the figure has remained 
almost stationary at the very low figure of about 1! percent. It is affirmed, how- 
ever, that the height and weight of schoo! children have definitely improved dur- 
ing the last 10 years.” 

ack in 1908 malnutrition was preceene in England to the extent of 15 to 20 
percent in some districts. By 1910, the figure was brought down to 10 percent. 

he figure sank further to below 1 percent for the period 1923 to 1928, as a 


ns 
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result of the various social services and social insurance provisions. From the 
eee oats ep despite the intensified crisis, malnutrition was kept down to the 
ot only malnutrition, but infant mortality and general mortality rates were 
reported as having dropped by the Chief Medical Officer of Great Britain. The 
infant mortality rate for En 
This was one below 1932, The American infant mortality rates for the registras _ 
tion arca, according to Miss Abbot, are as followe: 1929, 68 per 1,000; 1930, 65; 
1931, 62 (provisional rate), 

Mr. Erstein. For many years a great deal has been said in this 
cou ity about the British dole encouraging idleness, and that the 
unemployment insurance system has eliminated all desire for work on 
the part of English workers. A number of you gentlemen asked that 
question this morning. No greater falsification has ever been made 
about any country or any people, and every Englishman is justified 
in resenting it deeply, and he does resent it very seriously. 

From the very beginning the statistics of the unemployment 
registers have belied the notion that men and women in England 
prefer living on the “dole” to working. It cannot be done, even if 
they wanted to, because before an mnembloyed person can receive 
his weekly benefits he must have reporte ortne to an employment 
exchange for work and must accept work within his capacities and 
training whenever it is available, or otherwise he cannot possibly get 
the benefits. ; : 

The administrative requirements are rigorous and the overwhelming 
proportion of the unemployed receive benefits for no longer than 4 of 
5 weeks at any one time. ; . 

One of the most frequent criticisms of the British system is the 
criticism that once a man gets on the unemployment insurance regis- 
ter, he stays there, Theo first thing you find out about the system is 
that that is absolutely wrong, because it is only about 5 or 6 weeks on 
the average. One group gets on because their industry has a slack 
season at the time, and when that industry picks up they get off and 
another group of workers go on. They aro constantly shifted, and 
. man may be on two or three times in a year, but for short periods of 

ime. 

During the 7% years from October 1923 to the end of 1930—and 
these figures are very important, 44.2 percent of the insured neyer 
drew any benefits at all, nover drew a single cent of benefit during 
the entire 7 years. In other words, the charge that is made that people 
just retire on the “dole” is belied right off by the fact that 44 
percent of the people that have been insured have not drawn one 
penny of benefit in 7 years of depression. 

Nearly one quarter more received benelits for 1 to 100 days, and 
only 1.3 percent drew benefits for more than 1,000 days during the 
entire period. 

The situation was summarized by the British Ministry of Labour 
as follows: 

Over the 7 years ended 1930 only 2.9 pereent of males and 1.2 percent of fe- 
males * * * had drawn benefit in every year * * *. More or tess 
continuous unemployment {fs confined to a very small section of the insured 
population, which cannot include more than about 100,000 men and 3,000 

Remember this, gentlemen, that this is a total from an insured 
population of approximately 13,000,000 people. 


land has been reported as 64 per 1,000 in 1933,.-- ~~ 
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(Continuing quotation:) 


This group represents the maximum size of the standing army of the unem- 
foyed. ue number of those who have had no unemployment is at least 30 
mes as large. 


_. In other words, 30 times as many have never had unemployment. 


benefits for one which had unemployment benefits in this 7-year 


period. 
The latest official study of insured unemployed, including the 2 
worst years of tho depression—1931 and 1932 tells tho same story. 


Out of 30,140 males in the t. pica sample there were only 62 who had paid no 
contributions between July 1925 and June 1932— 


according to the British Ministry of Labour Gazette of September 


Among the men who entered insurance before July 1925 and whose record 
therefore covers the whole 7 years, about 30 percent pafd over 50 contributions 
in every year of the perlod— 
of 8 years. In other words, 30 percent were regularly contributing 
and never drew a cent even in the 2 worst years of the depression. 

(Continuing quotation:) 
while nearly 20 percent paid an average of 46 to 50 contributions cach year— 
and 46 a year is a pretty good contribution— 
and a further 13 percent pafd an average of 43 to 46 each year. Thus over 60 

recent had a good employment record throughout the whole of the 7 years 

925 to 1932, 

The baselessness of the American accusation that the “dole” 
encourages idleness is shown further by the fact that of all persons 
registered at the employment exchanges as unemployed on January 
22, 1934, just about 2 months ago, of all those registered at the 
employment exchenges, 55.3 percent had been out of work for less 
than 3 months—of all those unemployed—while 12.1 percent more 
had been unemployed from 3 to 6 months. In other words, two 
thirds of the unemployed in England had been unemployed for less 
than 6 months, and the overwhelming proportion, 55 percent, for less 
than 3 months. : 

Evidence of the tremendous importance of tho British mmomploy- 
ment insurance system to industry and the worker in maintaining 
purchasing power and morale and in slave recovery was disclosed in 
a recent dispatch to the New York Times from Mr. Ferdinand Kuhn 
Jr., its London correspondent, who has been touring the industrial 
areas of the country. 

Although wages in England are nominally lower than those paid 
in the United States, the workers do not envy the position of labor 
in the United States, wrote Mr. Kuhn. Tho following is quoted from 
Mr. Kuhn’s dispatch of a few weoks ago: 

Far from feeling sorry for himself because of low wages, the British factory 
worker is busy and happy, and, above all, he feels secure. If ho feels sorry for 
anyone it is for the workers in other countries who have no such system of unem- 
ployment insurance, health insurance, and old-age pensions as he has. It is not 
cee to describe the assurance, the sense of security for himself and his family, 
which the unemployment insurance system has given the British worker. It 
the one great certainty in his life; the one thing which has kept his outlook sound 
and sane during the lone years of depression * * *. The workers here say 


they would not trade their security for any fancy wage no matter how high they 
are, * * * Six or cight ycars ago the American worker was the envy of 


. 
a 
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everyone but today he [s pitied by men who are earning less than one half of what 
e@ earns. 

As to the opinion of the industrialists toward the insurance scheme, 
continues Mr. Kuhn, they are— a ee fae te 
- just as devoted to the unemployment insurance and would not give it up without 
astruggle. It has kept a certain amount of purchasing power in the community 
even in the worst years of depression. 

Clearly there is enormous purchasing power stored up fa this country— 

Mr. Kuhn concludes, 
and some of it is bound,to be released as the recovery gathers strength. * * * 
Some of {¢ must be at’ work already in the revival of the home market which 
almost every industry is experiencing. : 

Indeed, it would scem that after & years of deepening depression 
there can no longer be any doubt as to the imperative need of an 
adequate system of comple unemployment insurance. 

The comparative history of Great Britain and the United States, 
despite the greater economic difficulties of Great Britain, clearly 
shows that Great Britain has weathered the depression better than 
we have done; that, the British index of unemployment has never 
during the entire period of the depression reached a greater peak than 
23 percent; whereas ours has reached sometimes as low as 35 to 40 


ercent. 
As I say, the history of these two countries indicates clearly what & 
system of unemployment insurance can accomplish for the mainte- 
nance of purchasing power, and, therefore, for the upkeep of industry. 

The Lewis bill, which is before your committee, offers, in our opinion, 
the best possibility in tho United States for the introduction of an 
adequate plan for unemployment insurance. I shall not repeat what 
has been said to you this moming about this bill. You know its 
provisions. All I want to add is simply that the bill does offer the 
possibility of ultimately doing what we all desire, namely, to enact 
an adequate system of unemp oyment insurance, 

Now, in passing, may I say that if your committee finds that 6 
percent is perhaps too much to put over at this time, you may be 
able to reduce it somewhat and still, I believe, meet a considerable 
proportion of the problem, even if you have to reduce it, because 
cama I personally hope that the State plans that will be inaugu- 
rated wil provide for some slight employee contribution and perhaps 
also for a State contribution, so that together there can be an ample 
fund stored up to provide for the major needs of the problem. 

Thank you. 

Mr. Frear. How do the rates in Great Britain, Mr. Epstein, 
compare with the rates that are set forth in this bill? That is, only 
the minimum rates which are to be granted to the employee, but the 
imposition of the tax? : 

fr. Epstein. In England there is this difference: In our case, 
under the bill which is before you, the whole cost is put on one body, 
that is, on the employer, Thereforo, it has to be fairly large. In 
England they distribute it equally between the employer, employes. 
and the Government. | Boe 

Mr. Frear. That is what I wanted to inquire about. Does the- 
employee make a contribution? pe 

r. Epstein. The employee makes a contribution in England. 

Mr. Frear. What is the percentage? 
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Mr, Erstein. The employee pays one third, I think. 
r. FreAR. The employee pays one third? 

Mr, Epstein. That is a straight one third, and the employer and 
the State pay the remainder. 

_. Mr. Frear, Thoemployee paysone third? -- 

Mr, Epstein. The employee pays one third, the employer pays 
one third, and the Government contributes the final one third. Per- 
sonally, I believe that the employee contribution in England is a little 
bit high. I do not think it is fair to assess the employeé an equal 
amount of contribution as is assessed upon the employer or the State. 
I believe that the employees should contribute but I believe that their 
shere should not be so large. _- 

Mr. Frear. What is the practice in the other countries of Europe, 
so far as you know? Have you made a study? 

Mr. Epstein. All of them have employee contributions. 

Mr. Frear. Employee contributions? 

Mr. Epstein, Yes, sir. The first country proposing not to have 
employee contribution is America. Most of the countries do assess 
employee contributions. 

Mr. Frear. What is the objection to that? 

Mr. Ersrein. The objection is this: That labor in this country 
takes the attitude that under the present system the worker makes 
enough contribution in unemployment without making direct con- 
tributions. They say: 

Even if you have the best system of unemployment insurance and pay us the 
full amount when we are out of work, it is only a small wage, $10 or $12 a week. 
You require a waiting pence of 3 to 4 weeks before we can get the benefits. You 
do not pay us for the full period of unemployment. 

Therefore, labor takes the attitude that the worker makes enough 
of a contribution that he char should not contribute to this fund. 

Mr. Frear. What is the difference between the attitude of labor 
over there and the attitude of labor over here? What is their reason? 

Mr. Epstein. There is a difference between labor on the Conti- 
nent and the British labor movement. On the Continent, so far as I 
have been able to study it—and I talked to people on the Continent 
and in different countries—the labor people, say, in Franco and other 
countries that they are in favor of it and that the workers have been 
perfectly willing to pay a contribution. The British people have 
taken the samo attitude that labor takes in this country but they 
have gone along. Theoretically they do not ae it in principle. 
The International Organization—not the League of Nations, but the 
trade union—has definitely come out for employee contributions. 
They are willing to do it. Labor in this country takes the attitude 
that labor in England takes, namely, that the worker has paid enough 
and that he should not make a direct contribution. __ ; 

Mr. Frear. Do they over there take an actual part in determining 
minimum wage rates and questions of that kind. That is, I mean do 
the labor unions take such part? 

Mr. Epstein. In what way do you mean? ; 

Mr. FreEAr. I am trying to ascertain if there is any difference in 
the attitude of the laboring people over there and the laborin people 
here, that is in regard to this employee contribution. Do the labor 
people over there take an active part in legislation? 

r. Epstein. Very much so; more so than here, I would say. 
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Mr. Frear. More? 

Mr. Epstein. Yes, sir. : 

Mr. Frear. That is, in determining minimum wages, standards of 
wages, and questions of that kind? 


Mr. Epstein. Thoy have laws, of course. In most European 


countries they are far more advanced in this kind of laws than we are. 
I cannot tell you the exact situation on the matter of minimum wages. 

Mr. Frear. In what respect is there a distinction? ; 

Mr. Epstein. I think, first of all, they are more active in the 
ponte field and, therefore, more active in the legislative field. 

bor is better orgdnized. It commands more power in the Parlia- 
ments. In the last 10 or 15 years it has been able to control minis- 
tries and cabinets, and, therefore, has been able to teke direct part 
in enacting this kind of social legislation. In England, however, it is 
curious to note that most of the legislation was introduced or spon- 
sored by either the Liberal or the Tory governments. 

Mr. Frear. One more question. In case of strikes and questions 
of that kind, that is, if there is a voluntary strike on their part, are 
they then maintained by means of these contributions? 

Mr. Epstein. When 8 man is on strike, he is not allowed to draw 
benefits, if he is voluntarily out on strike or even in a lock out. 

Mr. Frear. What is the attitude in that regard under this bill? 

Mr. Epstein. This bill, if I am correct, does not provide benefits 
for men during strikes. it says this: That a man is not compelled 
lo take a job as a strike breaker. Of course the laws of Europe pro- 
hibit that also. That is, no European country would pick a man to 
be a strike breaker and deny him benefits if he does not want to take 
mee That is exempted in all unemployment insurance plans. 

r, Frear. Take this for example. Here is a man in a labor 
organization and tho organization determines, without any question 
on his part, that they shall have a strike. Then he receives no bene- 

t 


Mr. Epstein. He is out of luck. Because if you would do that 
you would practically be subsidizing strikes, and I do not think you 
cnre to do that. 

Mr. Frear. I get the idea, but I wanted to know what they do 
over there. 

Mr. Epstein. They do not permit it, but they permit the people 
to strike and do not force them to take jobs as strike breakers. 

Mr. Frear. Do thoy have many strikes over there? I was in- 
quiring about that. I mean, for instance, in the coal industry and 
other industries in England. 

Mr. Epstein. They have strikes, I suppose, the same as we do. 
They have not had any big ones recently. 

r. Frear. We have not had any big ones recently. 

Mr. Epstein. I have been in England several times, and I think I 
am familiar with the general problem, and I have studied tho plan 
thoroughly, and I have written books on it, and I will say this much: 
That I do not think anything has dono more to stablilze Great 
Britain from the point of view of its social stability, of its Govern- 
mental stability and in its patriotism than the comprehensive system 
of social insurance which England has adopted. 

i should say that today England stands as the outstanding country 
with the most comprehensive system of social insurance, more com- 
prehensive than that of any other country. In England today it is 
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really true that no man or woman has starved in tho past 10 or £2 


years. 
Mr. Frean. Doos tho fact that that system provides for contribu- 
tion by the omployeo have any influence upon strikes, so far as thoy 


_are dotormined over there? — - - 


Mr. beste. 1 do not think that would have anything to do with 


t. 

Mr. Farad. Horo jaa man who gots into a strike, and ho docs not 
got uty ussintaneco, and vot ho is making a contribution to that 
und-—— 

Mr. Kvsvenn, You are afraid ho might loso his bonedit that way? 

Mr. Frean. How doo ho make hia contribution? 

Mr, Kesrein, In England it is weekly. It is dedueted from his 
mY. 

Mr, Lewis. It ia deducted at tho pny oflico? 

Mr. Kvsvean, [tis deducted at the pay offices, Tho anployer is 
mado responsible, ln thoir social insurance scheme the omployer is 
always mado the collecting agoney, -He deducts the omployeo's pay. 
In England thoy have a systom of books, which is a little compli- 
cated, and othor Continental countries do not follow the system, and 
Edo not thitk wo would havo to follow it, but they have a syatom 
where a inn carries a book and for every wook the deduction is made 
for his contribution, a postage stamp is put on, whieh the employer 
buys at the post ollice, and every 6 months or so thot is choekod up, 
and so forth. 

Jt is a very intoreating ayatom and it is done very beautifully, and 
there is no atiginn attached to the dole. Thoy have a register in 
cach oxchnnge. A mon is supposed to report daily for work, All lw 
hee todo is to sign a register, ‘Thoy have everybody lined up, in 
(G-minute tricks, and everybody mnkes his report. [to will report 
from 10 to 10:16 or he will report from 2:16 to 2:40 and they live no 
crowds, and there will bo three or four hundred for cach 16-minute 
poriad, ‘The mon lino up and ell Chey have to do is to show thoir 
card to the clerk at the desk. ‘They have a clossitication system 
which indicotos whothor a man ise carpenter or in some other trade, 
Tho clork knows if thore isn call for a carpenter, because that is clear 
to him from the filo. Tf this man is a carpenter, and thore isa job 
for him, ho makes out a slip, and ho goes out to look for the job, and 
ho does not register for that day, and ho reports back after seoking 
tho euiutoeinent, if the employer did not give him the job. In that 
ovont tho prospoctive omployor signs tho slip Chat he cannot use hin, 
and this man comes back to register, 1f, on tho other tnd, thore is 
no job available, all tho man docs is to sign the register and on lriday 
he comes for his pay, which is pay day, and all he hi to do is show 
his registration card, with five signatures, and then ho moves over 
to the poy window and gots pnid. 

Mr, Frean. How do thoy pay? 

Mr, Besrein, Ft depends on thea number of dopondonts in the 
ininily It starts with €6 shillings a wook and may go up to 30 
nnd ds. 

Mr. Hunan. In thoreany dilferonco in the charactor of employment? 

Mr. Eevsrean, Notin England. ‘They do not depend on wages. It 
is ona tlat basis. 

Mr. Faearn. What is tho situation in that regard under this bill? 


on 
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Mr. Keatrein, ‘This bill loaves it ontirely to tho States as to what 
they shall do. 

Mr. Fuean. Under this bill it provides o relief plan, which zoos to 
every unemployed man, irrespective of what bis omployment. or 
industey may bo, 

Mr. Kesten. You mean tho Lowis bill? 

Mr. Prean ‘Pho bill hefore us. 

Mr. Kearem. Nos it limits it. Thoro aro limitations there. 1 
moan, for instance, it covers for the present only employers with 10 
workers or more, It exempts cortain people who would not come in 
under this law. hi othor words, ft is rue aw Misa Porkina and athor 
perxons who have preceded mo live said, that it is not a cure-allor a 
parece but E helteve, ike the rest, that it is a wondorful start. 
do not boliova there is any possibility of aur solving 100 poreent of 
any problem, hut if wo solve the problem 600 to 60) poreent, for a 
while, wo nro doing well. 

Mr. furan. ‘That is true, but what DT mean is this: Hore is a mon 
wiw isa cerponter, and here is a man who isa cond miner, Does ench 
ono reccive the same proportionate relief under the conditions whieh 
oblein with respect to them or is there a difference because of thoir 
occupations? 

Mr. Kraven, This bill would leave it to the State to determine 
what kind of bonofits and tho rates that are to bo determined, ‘This 
bill sets ap a minimum requirement. of $7 a week. | For instances, your 
plan in Wisconsin, which J porsonally disagree with complotely-- --- 

Mr. Brean, Why is that? 

Mr. Kravein, Why ia that? 

Mr. rear. Lai trying to find ont your objection. 

Mr. [Mrarein. My objection to Che Wisconsin plain is: primarily 
beenuse it is not an insurance plang that it is not a secure pling tt 
is nota guaranteed plan, ‘That is, it leaves too nme ona “if and 
maybe” busis, Your plan says to each employer --- 

Vout sot ashle 2 poreent of your pas roll until you aveunulate $40 for cach 
worker, aud after you have acemuulafed $40 for each worker, thea vou reduce 
vour confelbution to UE percent anti yon accunmlate $76, mul after Ait you do 
Het have toinke nny contributions nti the fund goo down, 

Then it says to each worker -- 

Wher vou are unemployed, vou ean onty look to the fan of your purtloular 
copany for bonetits. 

Mir. Maran. Yes, sir. 

Mr. Brarein. Tsay that isan “if and maybe” plan, beeause all 
you are Colling the worker is this: 

If your company really bas been able to save coough money, if your company 
continues ts bistiees, if your compaty tesa Cand, nil if nobody else fies drawts 
tho fad ont afroady, Chea mnayhe you will get the benetits, 

Mr. rear. ‘Moat was brought out by Miss Perkins this morning, 
each Stato adopts ita own plan, and it is dotormined whether thoy 
come under tho benelits. Von wold not live Chat in the States 
with that system, : 

Mr. Kysrxin. Frankly 1 wanted to hide that, but since you havo 
raised tho question L might as woll say----- 

Mr. Fnean. Thon thoy would join in because of the fact that thoy 
woro all taxod tho samo? 

OLN. Ra. ----4 
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Mr, Epstein, Yes, sir; but I would say this, Mr. Frear: Under 
this bill you permit any plan, elther the Wisconsin ‘plan or others, but 
in particular States we are definitely opposing and fighting the. Wis- 
consin plan. In other words, I should not like to see any State adopt 
the Wisconsin plan. But this bill! would not interfere with that. 


. This bill simply leaves it to the State to adopt any plan. It is up to 


.us to see that the States adopt a decent plan. 
Mr, Frean. They have done better than any other State. 

Mr. Ersrein. That remains to be seen. 

Mr. Frear, Have they not? What State has done better so far? 

Mr. Epstein, They have placed this plan on the statute books, 

Mr. Frear. You-have to adopt what you can get enacted. What 
State has done better? 

Mr. Erstein. None so far, but we hope that we will get something 
better in the near future. 

Mr. Frear. You are getting to the millenium, which we are all 
hoping for. 

_ Mr. Reep. You stated that England has the ideal unemployment 
insurance law. How near do the provisions of this bill approach the 
_provisions of the English law? : 

Mr. Epstein. This bill does not approaeh the English law, for this 
reason: That this is really not a bill in its full terminology. This 
bill merely advocates the adoption of State plans. There is no 
reason why, under this bill, any State could not set up a plan exactly 
on the lines of the English plan. There is nothing to prevent the 
setting up of a State law, under this bill, that would not qualify under 
the same benefits. So that when you are dealing with this bill you 
are really not dealing with a completed scheme of unemployment in- 
surance. You are dealing with an important matter to force States 
or to induce them to come in and adopt a decent scheme. 

It is up to all of us in the different States, as Miss Perkins stated, 
to fight for the best possible scheme. This bill would help the move- 
ment very much, however. 

Mr. Lewis. Just one question, Mr. Epstein. You spoke of the 
physical volume of production in Ragland having sunk to only 81 
percent. What year did that have reference to? 

Mr. Epstein. 1932. 

Mr. Lewis. In Germany you said it sank to 67 percent. Was 
that the figure? : 

Mr. Epstein. In Germany it sank to 56.9. 

Mr. Lewis. What year was that? 

Mr. Epstein. That is for the same period. I am taking the same 
period. That is the middle of 1932. 

Mr. Lewis. And here in our own country what was the figure? 

Mr. Epstein. 51.3 for the same period. That is 1929-32, 

Mr, Lewis. Thank you very much, Mr. Epstein. 

Mr. Lewis. Now, Professor Douglas, may we have your help? 
May I say to the committee, before the professor begins his remarks, 
that you can assume that he can answer any questions that are 
relevant to this matter, statistically and socially. He is modest, I 
know, but he has given the public the benefit of a most excellent work, 
in which this whole subject is discussed comprehensively and in detail. 

Mr. Dovetas. That is very kind, Representative Lewis, but I am 
sorry to say that I am afraid it isnot true. I do not guarantee to be 
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able to answer all questions, even on unemployment insurance, but I 
will try to do the best that I can. 
Mr. Lewis. Now, will you proceed in your own way, Professor? 
Formers yeu better give us a few general remarks, and then we hope 
o have th 
hear you discuss the details of the bill itsel 
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Mr. Dovatas. I will make a general statement and then discuss 
certain sections of the bill. 

The experience of this depression should have taught us all the 
necessity for a more adequate, 8 more certain, and a more self-respect- 
ing way of taking care of those good men and women who, though 
wanting to work, have been deprived of their jobs through no fault of 
theirown. For when men were thrown out of their jobs, they had to 
use up savings, stint their families and in many cases borrow from their — 
friends and relatives before relief could come. And when this relief 
was given, it was in general strikingly inadequate since the average 
amount paid out a year ago was $21 a month per family. 

This amounted to about $4.60 a month or 16 cents a day per person. 
The relief, moreover, has been until recently highly uncertain and 
with frequent interruptions as the private charities fell back upon local . 

ublic funds, the localities upon the States, and the States upon the 

ederal Government. It has been until recently extremely humiliat- 
ing because it has been associated in people’s minds with charity 
which no self-respecting person wishes to receive. We in America 
have therefore had the worst kind of a dole and it is high time that 
we set about changing it. 

The best way of doing this is to institute a system of self-respecting 
insurance against involuntary unemployment, which will serve as the 
front-line trench in the war against destitution. The essential fea- 
eurenet piel a system are simple and may be described under four sets 
of principles. 

irst, an area of eligibility is staked out consisting of all employed 
manual workers except those in certain exempted occupations such 
as agriculture, public service, and so forth, and of all salaried workers 
under a given limit, such as $200 a month. Within these areas, work- 
ers who are customarily a part of the working force and who have been 
employed for, say, 36 weeks in the 2 preceding years or 20 weeks in the 
preceding year are eligible. 

_I may say, to make myself clear, that I am not at the moment 
discussing this specific bill but the general features of this matter, 
which are really basic. ; . 

Second, workers who lose their jobs because of a decline in business 
and through no fault of their own register at a public employment 
office and after a waiting period, which I believe should be approxi- 
mately 3 weeks, are eligible to receive benefits for a limited period of 
time as long as they give evidence to the employment offices that they 
are unemployed. 


e other sheintbers oF the eoniml tice back from the House to... 
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_ Third, every effort is made to prevent the unemployed from remain- 
ing idle to draw the benefits. Thus if a worker refuses employment at 
his trade at approximately the going wage he cannot receive benéfits. 
The benefits, moreover, should always be appreciably ‘less than his 
customary wage and never, in my opinion, should exceed two thirds 
_..and generally only half of the customary wage. Finally, the unem- 

ployed worker may be required to show that he is himself genuinely 
séoking employment in addition to following up the opportunities 
which come to him from thé public enbloyment Offices. 

Fourth, the benefits are limited to a-stated number of weeks per 
ear, which I believe should be from 16 to 20, and the liability of the 
und should cease at this point. Those who are still in need at this 

time should, in my opinion, then be taken care of by a system of public 
relief graduated according to needs, to which the Federal Government 
may well make & contribution, and in return for which the recipient 
may well be required to give work on public projects which would be 
somewhat similar in character to those now under the O.W.A. That 
is precisely the point which Mr. Hopkins made this morning. We 
would have insurance, then, as the front-line trench and public relief 
as the second-line trench. 

Mr, Frear., May I ask a question there? 

Mr. Dovetas. Yes, sir. 

Mr. Frear. You stated a certain number of weeks, with 20 as the 
maximum. , 

Mr. Dovatas. Yes, sir. 

Mr. Frear. Suppose a worker exceeds that, then what does he 
come under? ; 

Mr. Dovetas. A general public system of relief. 

Mr. Frear. Independent of insurance? 

Mz. Dovetas. In general, independent. It may be that the bene- 
fit should be paid out through the public employment office but the 
sources of funds would be independent. 

‘ My Hee What proportion under present conditions would that 
ave been 

Mr. Dovatas. It is pretty hard to aay because that would depend 
on the point in the business cyclo in which you were. 

Mr. Frear. I mean during this pen period. 

Mr. Dovatas. If we take April 1930 as the test, about 760,000 out 
of a total of 2,430,000 had been Unemployed for more than 18 weeks, 
or, roughly, around 30 percent in 1930, I suppose that at present it 
would be more than 30 percent. ; ots 

Mr. Frear. I was going to say that it has been growing since 1930. 

Mr. Dovanas. Yes, sir. 

Mr. Frear. So that it would be much larger. 

Mr. Dovatas. Yes, sir. 

Mr. Frear. That would throw the burden upon the locality? 

Mr. Dovatas. No, sir; I think the Federal Government should 
make a contribution to that second line of defense. Of course, 
tha more prosperous years it would be less than 30 percent who 
would exhaust benefits. 

Mr. Frear. Your suggestion is from two thirds to one half? 

Mr. Dovazas. Yes, sir. ; 

Mr. Frear. What about that in this bill which is before us? 
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Mr. Dovatas. This simply fixes certain very low minima to which 
States shall conform, but it does not specify the specific type of pro- 
vision which the State should make. 

r. Frear. Or the maximum amount which should be allowed? 

Mr. Doveras. Or the maximum. 


Such a system would not onl. provide for more adequate and 
¢ : 


self-respecting relief than that w has been given, but it would 
lessen the amount of unemployment itself. For if the system is 
properly administered, a large part of the premiums collected doring 
the years of prosperity will not be spent then but will instead be 
accumulated and pajd out during the years of ra peso Purchasing 
power will thus be built up at the time when it is most needed with a 
resultant greater stabilization of employment in industry. In addi- 
tion, a large part of the burden of unemployment will be taken from 
the relatives of the unemployed, the merchants, doctors, landlords, 
and local real-estate er pb ; 

Now, the greatest difficulty in the way of the States adopting such 
a sensible system is, of course, the fear that the »remiums required 
will put their industries at a competitive disadvantage with those of 
States which have not passed such laws. It is this vital defect in 
our governmental system which has brought stalemate to so much 
vitally needed social legislation and hes in the past reduced nearly 
all true lovers of our country to what has bordered upon despair. 

A way out of this dilemma has, however, been offered by the bill 
now under consideration. 

This bill, as you know, levies an excise tax of 5 percent upon the 
pay rolls of concerns employing 10 or more workers, but with the 
vital provision that there will be rebated back to these concerns 
any amount which they may pay in for unemployment benefits or 
contributions under State laws which come up to minimum standards. 

This, to my mind, is a truly brilliant method. If this measure is 
passed, there will be little or no reason why any of the States should 
not pass some kind of unemployment insurance law, for the State 
law would not heap any added burdens upon tbe employers in these 
States since any contribution which they would make to the State 
niga ha would mean that they would merely pay that much lees to 
the Federal Government, and keep those contributions at home. 

Secondly, the States which did not pass such laws would have no 
competitive advantage, since they would have to pay as large a 
total amount, all of which would go into the Federal Treasury. 

Mr. Frear. The same principle? 

Mr. Dovaras. Yes, sir. Finally, the Federal money could be at 
least partially used for relief, and thus form the second line of de- 
fense against destitution due to unemployment. And yet it should 
be noted that the Wagner-Lewis bill leaves the States free to adopt 
the kind of unemployment insurance which seems to them best and 
permits them to carry on the experimentation which is so valuable, 
and decentralizes the administration at the same time. 

This is federalism at its best and I cannot commend too highly the 
statesmanship of the drafters and sponsors of this measure. Unem- 
ployment insurance and old age | sgayrr pe are needed if we are to make 
the new deal really effective. For there is implicit in the new deal 
not merely a program for recovery, but for reform and security as 
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well, The men and women of this country need greater security and 
the Government has begun to move in this direction. It has poured 
billions of dollars into banks, railroads, and insurance companies 
through the Reconstruction Finance Corporation. I do not object to 
this. It has also put in enormous sums to protect homes and farms 
from being foreclosed. This is all to the good. But it would mani- 
festly be unfair to stop here and to deny protection to the groups 
which need it most, namely, the industrial workers who lose their 
jobs through no fault of their own and who have little property or 
suvings to pull them through. Surely if we are trying to make life 
more safe for American citizens, we shall want to start with this class 
instead of entirely omitting thom. 

should, moreover, like to deal with the objection that such an 
act can only protect us against future unemployment and will not 
help us to take care of those who are at present unemployed. There 
are two answers to this. The first is that the time to build protection 
against future sopiessons is now when the evils of the present lack 
of system are evident and widely acknowledged. If we wait until 
prosperity. returns, the memory of the present distress will have 
argely faded from men’s minds and we are likely to try to muddle 
through again with even more disastrous results when the next de- 
pression breaks out. Let us not be like the proverbial squatter who 
didn’t mend his roof when it rained because he said he couldn’t, and 
did not mend it when the weather was fair because he didn’t need 
todo so. Let us instead start now. 

The second answer to chis objection is that by a slight change the 
Wagner-Lewis Act itself can be used to help finance current relief, 
and hence to help solve a problem which is likely to become severe 
with the shutting down of C.W.A. and the throwing of several millions 
of workers back upon local charity or their own resources. This 
could be done by specifying that the amounts which are thus raised 
for the Federal Government by the 5 percent tax shall be used, in 
part, at least, for relief. 

I am aware that there are constitutional difficulties in connection 
with that, but the relief program could be at least based on the 
knowledge that this money is to come in. 

Mr. Frear. This money will not come in until July 1, 1936. 

Mr. Dovuatas. You could set the effective date back so that the 
money would come in commencing with the taxable year of July 1, 
1934, could you not? 

Mr. Frear. You mean make it retroactive? 

Mr. Dovatas. It could be carried back, could it not? 

According to the present pay roll rates, this would probably yield 
not far from one billion dollars a year, and this should provide for 
most of the urgent relief nceds of the country until unemployment 
insurance became very widespread. 

I may say that I made an entirely independent estimate from that 
of the Bureau of Labor Statistics, and I came out at almost the same 
identical figure. 

An assessment of only 3 percent would probably net not far from 
$600,000,000 and this would be of distinct help. I should in all 
honesty somewhat qualify my suggestion on this point, since I believe 
for a considerable period of time it will be better to create monetary 
purchasing power rather than merely to redistribute it as this measure 
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contemplates. I would therefore favor financing relief for some 
time, by either Government bonds or a guarded issuo of Treasury 
notes, rather than by taxes. And even if taxation were used, I would 
prefer to have the sums met from income and in some degree inheri- 
tance taxes, than from a tax of this character which is, after all, 
somewhat similar toa sales tax. But if none of theso steps are taken, 
it is certainly better to take care of the needy in this fashion than not 
to take care of them at all. 

Not being a constitutional lawyer, I should perhaps stop here. 
The very fact that I am not one may, however, account for m 
pushing on to make.a few remarks about the constitutionality of this 
measure, because there is a tendency on the part of all Americans to 
speculate about the constitutionality of anything. 

It will be alleged that this act is unconstitutional because it aims to 
use the revenue péwers of the Government to accomplish a regulatory 
purpose, and your body and the courts will undoubtedly be told this 
is an unconstitutional exercise of powers in the ahs of the decision 
of the United States Supreme Court in the Second Child Labor case. 
To my untutored mind this does not follow. As I read that decision, 
however, it merely says that the taxing power may not bo used to 
accomplish a purpose which is exclusively regulatory in nature and 
which does not contain any real provision to obtain actual revenue. 
It expressly implied that some regulatory features could be bound 
up in a revenue measure, and it should be noted that the law taxing 
the coloring elements in oleomargarine is still valid. 

I would, therefore, expert that even though the Supreme Court 
were of the same social philosophy as in 1923, it would still hold this 
bill to bo constitutional, since it most distinctly has revenue as well as 
regulatory features. And that there has been a change in the philoso- 
phy of the Supreme Court is evident from the Afinnesota Mortgage and 
the New York Milk cases. 

I hope, therefore, that this bill may be speedily and favorably 
reported out of committee to both Houses of Congress and that it be 
passed by them. This will open the way for the passage of unem- 

loyment insurance laws during the coming sessions of the various 
tate legislatures. 

Mr. Lewis. Are you through with your general statement, Pro- 
fessor? 

Mr. Dovatas. Yes, sir. 

Mr. Lewis. If you have a pan of your own, of course it would be 
desirable for you to tell us about that. If you have not I suggest 
that you take up the bill and describe the various portions. 

Mr. Dovavas. I did not participate in the drafting of this bill. 
I have read it over several times, but I do not pretend to interpret 
it in any authoritative fashion, and if I err in any respect, I hope 
Mr Eliot, who has had a more intimate contact with the bill than 
I have had, will correct me. 

Mr. Lewis. We will get his help, too. . 

Mr. Dovauas. As I understand, Mr. Chairman, section 1 prima- 
rily refers to the types of industries and the employers upon whom 
the excise tax of 5 percent will be levied, and that it does not refer to 
the types of persons who would be covered in any State unemploy- 
ment insurance law. The States would be free to adopt a different 
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enemy but this is merely for the purpose of the revenue feature of 
e act. 

Mr. Frear. Are there contributions made by these other compa- 
nies which come in? 

Mr. Dovatas. Let us take a concrete point, Representative Frear, 
This act specifies that it shall apply only to firms employing 10 or 
more workers. Firms employing fewer than that number would not 
_ pay a Federal tax. But a State government could pass an unem- 

ployment insurance law which would cover firms employing fewer 
than 10 workers, but it would be up to the particular State to do so. 

Mr. Frear. What proportion would be paid to the State? Just 

the amount they contributed? 
_ Mr. Douatias. There would be credited to the account of the 
individual employer only those amounts which are paid in by the firms 
employing 10 or more workers. The other men would not have a 
Federal tax at all but would merely pay contributions to such State 
system as is est up or included them. 

In the definitica in section 1 you will find that it applies, as I say 
to firms employing 10 or more workers, but excluding the Federa 
Government, tho governments of the several States, municipal cor- 
porations or other governmental instrumentalities. And the succeed- 
ing sentence really deals with the question of subcontract. labor. 

_ It is highly important to bring that labor in because in certain 
industries, notably the clothing industry, it will be possible for a 
contractor to have 20 subcontractors, each ono of whom would be 
employing five workers, and if you treated the subcontractor as the 
unit, they would all be exempted, but the attempt here is made to 
make the contractor contribute for wages paid to workers hired b 
subcontractors, unless in those cases where the subcontractor himself 
employs more than 10, tho subcontractor and the main contractor 
agree that the subcontractor shall make the payment. 

That, I think, explains the first paragraph. 

The second paragraph is obvious except you then have the eight 
specific classes of industry who, even though they employed 10 or 
more workers, would be exerapt from paying the Federal tax, agricul- 
ture labor, domestic servico, teachers whether in public or private 
institutions, physicians, surgeons, internes and nurses, piysically 
handicapped people in charitable institutions, but physically normal 
persons in charitable institutions would still be liable for the tax; 
employment yithin the family; and there would also be exempte 
employment by common carriers subject to the provisions of the 
Emergency Railroad Transportation Act of 1933. 

Mr. Lewis. Would you make some explanation as to that exemp- 
tion, if you are familiar with the matter? . 

Mr. Dovatas. The whole issue of carriers actually engaged in 
interstate commerce is a somewhat complicated one. 

ae Frear. We have some similar bills in Congress now, have we 
no 

Mr. Douatas. I was net. aware of that. 

Mr. Lewis. Yes, sir; there are, Mr. Frear, a couple of bills now 
pending before the Interstate Commerce Committee of the House. 

Would the circumstance that those interstate carriers embrace 
pey rolls that are common to a number of States, and thus would not 

e under the reach of complete treatment by any single Stato, be one 
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of the explanations? . A factory wholly within a State is subject to 
complete treatment by the legislation of that State. 

r. Dovauas, Yes, sir. 

Mr. Lewis. A railroad crossing State lines would have the same 
seh employes but might have two different systems of insurance 
obligation. 

r. Dovanas. Any State up ae fre insurance law probably 
could: not include employees engaged in interstate transportation, 
including Pullman employees. It perhaps could not include employ- 
ees engaged in the transmission of interstate messages, though that 
would be more doubtful. It certainly would not include employees 
in the shipping industry, and from the decisions of the Supreme 
Court, probably not employees engaged in longshore work. 

It is my own belief, if I may interject a point here, that it would be 
necessary and advisable for Congress sometime to pass an act which 
will put unemployment insurance into effect for this class of em- 
ployees because they will not be covered by State laws. : 

It is my own belief, also, that probably a smaller rate of premium 
will and can be charged these workers, because, with the possible 
exception of the railroads, their work is somewhat more steady, and 
they generally have the seniority system which gives a type of pro- 
tection. : 

Mr. Frear. What is the plan in other countries? 

Mr. Douctas. Under the British system, the railway employees 
are oxempted, and Government employees are, of course, exempted. 

Mr. Lewis. Why would the railroad employees be exempted there? 

Mr. Douauas. Because they had a seniority system and they 
really asked to be exempted because they thought they had protec- 
tion within themselves, and, therefore, did not wish to make contri- 
butions. As a matter of fact, during the twenties, of course, the rise 
of motor traflic in England has caused a decline in the number of 
persons employed on the English railroads, and a number of the rail- 
way workers would now like to come under the protection of the 
British Unemployment Insurance Act, but at present they have not 
yet been brought in. 

Mr. Lewis. In the beginning the seniors were willing to push their 
juniors off the raft in England to save a contribution? 

Mr. Douatas. 1 think that is a shrewd comment, but I will state 
alr they also hoped that not many juniors would be pushed off the 
raft. 

Mr. Reep. I notice on page 3 under “(1)” “employment as an 
agricultural laborer.” 

Mr. Dova.as. Yes, sir. 

Mr. Reep. They are exempted. I was wondering whether that 
would include also a farm cooperative where they were employing 
quite a large number of men. . 

_ Mr. Dovatas. You mean such as in California, in the citrus-fruit 
industry? 

Mr. Rexp. Yes, sir. 

Mr. Dovo.as. In the picking of oranges, for example? 

Mr. Reep. Exactly. 

Mr. Doueuas. That would be excluded. 

Mr. Rrep. I am speaking of the cooperatives. Thoy have to 
employ men and it is a corporate set-up. I wonder if this needs to be 
amplified or if it is going to protect them. 
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Mr. Duvatas. You mean the people who might be working in the 
central warehouse? 

Mr. Reep. Exactly. 

Mr. Dovatas. Yes, sir. 

Mr. Reep. And be really employed by a corporation and yet pri- 
marily engaged in agriculture, and yet they would not be classed as 
agricultural labor. 

Mr. Extor. That very problem, Congressman, has arisen in connec- 
tion with the imposition of an N.R.A. code on the citrus-fruit industry, 
and the wording of the agricultural act and the other act concerning 
agricultural labor probably should be defined in a good many instances 
in the course of this coming spring, in most of the places where the 
controversy has arisen, as to whether the work is agricultural or not. 

Mr. ReEp. Do you not think it should be defined here, because, 
after all, the cuoperatives are operated in the interest of the farmer, 
and they are just as much a part of his set-up as his daily labor. 

Mr. Dovanas. Yes, sir. Of course, it is going to force you to define 
a “cooperative” in turn, because there will be a great many institu- 
tions which will suddenly become cooperative. 

Mr. REeEp. Of course the idea now is to help agriculture rather 
than place a burden on it. 

Mr. Dovatas. On page 4 you will note that the employers are to pay 
the assessment upon all wages paid to manual workers but not upon 
the wages paid to persons receiving more than $250 a month; but for 
persons receiving up to $250 a month, the lower group of white- 
collared employees, the assessment will be levicd upon that class. 

Mr. Frear. What is the theory of that? That they should have 
a relief fund of their own? 

Mr. Douatas. No, sir. 

Mr. Frear. Orshould have saved something, or what is the theory? 

Mr. Douavas. I think the assumption is that the acts passed by the 
State should, as far as possible, take into account the lower group of 
salaricdl employees, those receiving up to $250. There has to be an 
upper limit somewhere. Above $250 it is assumed that people ought 
to be able, out of their own savings, to accumulate enough to protect 
them against the ordinary period of unemployment. 

Mr. Frear. Suppose they fail to do it. Here is a man getting 
$5,000 a year and he is out of a job and has nothing to eat. 

Mr. Dovatas. He will be taken care of by means of public reliof. 
I think there is a limit to the degree to which we should force insur- 
ance from the people. In the main, it should be a supplement to self- 
help, and it is because self-help is very difficult, if not impossible, for 
those in the low income groups that it should be stimulated for them. 

I would call your attention to the fact that in line 22, page 4, un- 
employment funds which are to be recognized by the Federal act may 
include cither the State fund, such as is proposed in Ohio, or a plant 
fund, such as is in effect in Wisconsin, or a might have an indust 
fund, such as is proposed by some in Minnesota. In other words 
this act leaves the slate absolutely clean on the type of insurance 
system which the various States may set up and it has a very broad 
basis of recognition. 

Mr. Frear. The limit as to which the Federal Government is 
bound is only the amount of money that is received from those State 
anenetres: That is, I mean to say, in returning the money back 
to the State. 
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Mr. Dovatas. To the employer. 

Mr. Frear. It is only based on the amount which they contribute? 

Mr. Dovatas. Itis only based on the amount which they contribute 
or a somewhat complicated provision which I shall touch on later, 
the amount which they would have contributed had they not been 
given a special discount for stabilizing employment. 

Now, if there are no more questions upon section 1, I will pass to 
section 2, which is simple, namely, that the excise tax shall be equal 
to & percent of the pay roll as defined, payable quarterly, according to 
income-tax provisions, and that there may be credited to the employer 
the amount of contributions which he has actually made, or the 
amount of contributions which he would have made had ho not 
received a discount for stabilizing employment within his own plant. 

Now, I think it desirable in State laws that if a particular employer 
is successful in reducing unemployiment by manufacturing fillers or by 
budgeting his production and producing in the off-season, then in those 
cases some reduction should be made in the premiums which he would 
Pay to a State fund in order to induce him to stabilize. ; 

Yow, the question comes up: Unless you have some provision which 
will give him credit for those savings under this act, that would merely 
mean that he would pay so much more to the Federal Government 
and would effect no savings himself, 

So that paragraph 2, from line 15 on, really deals simply with that 
provision. ; 

Mr. Frear. Under the ordinary tax law, however, you have a limi- 
tation as to the amount of those contributions, have you not? 

ue Dovatas. You mean charitable contributions under the income 
tax 
Mr. Frear. If it is to be a credit against their income tax. 

Mr. Dovuatas. You mean 15 percent? 

_ Mr. Frear. You have a limitation of the amount. There is no 
limitation whatsoever here. That is, a man might make any allow- 
ance. 

Mr. Dovatas. Section (c) provides that the reduction shall not be 
an arbitrary one nor indeed shall the State reduce the rate which he 
would customarily pay during the pence: It must be something 
which he has earned under long-standing State laws. 

Mr. Lewss. I think you had better make this phase of the bill 
‘plainer, by a concrete statement, if you will. 

Mr. Dovatas. I have worked out an arithmetical illustration. 

Mr. Lewis. Perhaps you would prefer to have someone else do so. 

Mr. Douatas. I will make the effort. 

Mr. Lewis. I did not write those clauses. 

_ Mr. Dovatas. It is a complicated matter, and perhaps a more 
simple way could be found to express it. 

Mr. Lewss. The statement may be entirely correct in application, 
but it is extremely difficult to form a picture of the circumstances 
under which this kind of credit is to be granted. 

Mr. Dovaxas. Congressman Lewis, for the sake of the record, 
would you like to have me give you a hypothetical illustration? 

Mr. Lewis. Yes, sir; I wish you would. 

Mr. Doucras. Let us suppose that this act goes into effect. 

Mr. Lewis. We will begin with this statement: An employer has 
contributed his 5 percent during the year as his tax, and he gets credit 
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for it, and he is discharged. Now, then, under subparagraph (1) he 
can also do something else, namely, he can ask credit for the amount 
by which these paid contributions were less than his largest required 
contributions under such law in any previous taxable year. 

I think you will have to make the whole situation clear. 

Mr. Dovatas. If it would not take up ton much time, for the sake 
of the record, I will give his arithmetical! illustration of what I believe 
the drafters of this measure intended, and then perhaps others can 
be found to describe it more in detail. 

Let us suppose that a firm in 1936 paid into a State unemployment 
insurance fund 5 percent upon a pay roll of $100,000, or paid in $5,000. 

Then Jet us suppose that in the year 1939 that pay roll decreased 
to $50,000, and this firm was able, in spite of a previously decreasing 
pay roll to keep employment relatively stable, so that it paid in only 1 
percent or $500. Now, the difference between the amounts which it 

ad paid in 1936 and 1939 would be $4,600. The pay roll in 1939, in 
comparison with the pay roll in 1936, would be as 50 is to 100, or one 
half. ‘This firm would therefore be given credit for one half of the 
$4,600, or $2,250, which it would have paid had it made the 1936 rate 
of contribution. It would be given credit for that $2,260, plus the 
$500 which it souuaty paid, or a total credit of $2,750. 

Mr. Frear. You have made it very clear but the difficulty is we 
are not familiar enough with the bill to follow it. 

Mr. Lewis. Let us get back to what happened in tho factory in 
those years and the number of empiyers: ; 

Mr. Dovatas. Let us take a simple case of where the pay roll is 
the same in both years, $100,000 in 1936 and $100,000 in 1939. 

Mr. Lewis. He is liable for $5,000 in each year. 

Mr. Dovauas. He is liable for $5,000 in each year, but he only 
pays in 1939 $1,000. Now, if you merely give a credit—that is, he 
paid to the State fund $1,000. 

Mr. Lewis. He paid to the State fund $1,000, 

Mr. Douctas. Yes, sir; because he has stabilized his employment. 
If you merely give him credit for the $1,000, what you do is take 
away from him the $4,000 which would have been his under the 
Stato law, and bey simply turn it over to the Federal Government. 

Now, should he not he given credit for the $5,000? ee 

Mr. Lewis. Whereas other employers, members contributing to 
the fund, have not stabilized and they pay the full 5 percent. ‘ 

Mr. Dovotas. And thoy get the credit. . 

Mr. Frear. That could be worked out. 

Mr. Lewis. Buppese you were to resort to a method of effecting 
this stabilization that would reduce the number of employees, and 
we mischief, in viclation of the purposes of the act, and yet take 
credit. 

Mr. Douauas. But those workers who had been laid off by him 
would bo eligible for jobs and for insurance. 

Mr. Lewis. Let mo be concrete. Because of carelessness or indif- 
ference on his part he has had a seasonal trade. He employed 500 
men for 6 months. 

Mr. Douatas. Yes, sir. 

Mr. Lewis. Very well. Now, it is made profitable for him_ to 
work. tho whole 12 months, and he can do it with 250 men. Two 
hundred and fifty men have lost their share of that employment. 
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Heaven only knows whether they have got it somewhere else or not, 
and ho is to be exempted from the payment of the 5 percent, when the 
5 percent may be necessary. 

I am just raising that point. Is that situation involved? 

Mr. Dovatas. Representative Lewis, in the act of reducing the 
total force from 500 to 250 workers, he would have laid off 250 workers, 
who, if the State laws were properly drawn, would then be eligible 
to benefit, and would be chargeable to his account during the period 
when he is reducing his force. 

Mr. Lewis, If his stabilization were perfect and he worked every 
day in the year, he would not have to-pay any. 

Mr. Doveras. In the process of getting down to the lower level, he 
would pay and when he gets to the lower level, he would have en- 
couraged stabilization at that lower level. 

Mr. Lewis. A stabilization of that sort would mean that 250 less 
men would be unemployed. Five hundred men were unemployed 6 
months in the year before, and 250 would be totally unemployed now. 
I am not making an argument but trying to develop a situation so 
that we can apply these rules to it. 

Mr. Dovatas. Yes, sir. Do you wish to have me make an answer 
to that question? ; 

Mr. Lewss. Yes, sir. 

Mr. Douatas. I would say, in the first place, that it is much better 

that industry should give full employment for a smaller number of 
men, as a long-time policy, than diluted employment for a larger 
number of men. Those men who would be squeezed out of the indus- 
try would register with pubis suiplovaneat offices und an attempt 
would be made to place them in other industries. 
_ Furthermore, it should be remembered that the persons ennleyes 
in the original industry would now be earning twice as much as before, 
since they would be working twice as much time, and, therefore, 
their purchasing power would go up, and presumablv the 250 workers 
squeezed out would be able to find employment. 

Mr. Frear. How does that question come in? 

Mr. Lewis. When you are considering the stabilization clauses 
under the bill, are there any other devices suggested than this tax 
credit device? 

_ Mr. Dovatas. Of course, one of the arguments in favor of stabiliza- 
tion by individual firms lies behind the Wisconsin Act, that if an 
employer only has to pay out for such unemployment as occurs within 
his own plant, he will try to reduce that unemployment in order to 
reduce his direct cost. That is the direct method of treating the 
question. 

The indirect method would be under such a law as_ proposed in 
Ohio, to have the employees contribute to a central fund but to give 
rebates back to the firm, which is able to reduce its unemployment 
below tho average for its given industry. Now, it is my own belief 
that the stabilization which can be effected by individual firms is 
relatively small in comparison with the stabilization which can be 
effected by public policy, because I think the stabilization by indi- 
vidual firms will primarily cover the lessening of seasonal SB 
ment, and that the major source of distress comes from cyclical un- 
employment; that individual employers will refuse to help in the face 
of cyclical unemployment, and if we ere to stabilize evelical unem- 
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ployment, we shall need public works policy, relief policy, and banking 
and credit policy, which can only be put in by the Federal Government 

Mr, Lewis. I would like to add this additional question: Do these 
criteria here, (b), (1), (2), @)-(a), (2)-(b), an @)-(c) provide 
srandersls by which the credit could be enlarged on any mathematical 

ne 
Mr. Dovatas. Yes;I thinkso. That is, not illegitimately enlarged 
but enlarged in the way of stabilization which in the opinion of the 
State, under its act, he was able to effect. 

Mr. Lewis. Here the Federal authorities would have to determine 
the amount of his credit for stabilization results achieved. The 
standards set out here are sufficiently definite to enable them to do 
so beyond question? I am asking the question without any view 
as to what the answer may be. 

Mr. Dovatas. Normally speaking, I presuine that these claims for 
credits would be filed by the individual employer, and that he would 
make out his claim for credit, just as he does in the case of income-tax 
payments, and those could be reviewed, and there would b2 the 
records of the individual as to unemployment insurance, to check up 
with, so that it could be run down fairly well. The wording is clumsy 
but I think it could be done. 

Mr. Lewis. Let me make my question complete. 

Mr. Dove.as. I am sorry. 

Mr. Lewis. If ho had in his employ 10 men on the Ist of January, 
the first of the vear, and at the end of the year he showed that there 
had been a different situation. Suppose there were 300 days of 
employment, which is possible. Then he showed 10 times 300, or 
showed 3,000 working days. Then he would be entitled, under these 
paragraphs, to a complote credit of 5 percent? ; 

Mr. Dovatas. Only if the State completely oxempted him from 
payment. 

Mr. Lewis. The State at last will determine what consideration 
will be given such instances under State legislation? Is that correct? 

Mr. Douatas. Yes, sir. Take Wisconsin. There an employer 
pays 2 percent, usually, until the time arrives that a reserve is accu- 
mulated equal to $50 for each worker, and 1! percent thereafter until 
the reserve gets up to $75. Now, supposo that an employer had a 
reserve of $75 already accumulated and paid in no contributions at all 
during that year. Then he would be credited for the 2 percent which 
he would have paid in. And if he had a reserve of between $50 and 
$75 during the year and paid in 1 percent, he would be credited with 
2 percent, namely the 1 percent which ho paid in plus the 1 percent 
which had been rebated to him.. 

Mr. Lewis. Allright. Proceed. a 

Mr. Dovua.as. Section 3 really lays down the conditions, the 
minimum conditions, to which the State law should conform, namely, 
that the unemployed shall receive cash benefits as a matter of right, 
and that the benefits shall commence not more than 12 months after 
the passage of the law. In other words, it would be impossible for ua 
State to satisfy the conditions by passing a law and providing that it 
should go into effect 3 or 4 years from that time. 

Section (b) requires the law to state a waiting period but does not 
say what that waiting period shall be, and provides that the State 
law shall not require a prior period of employment in excess of 10 
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weeks on the part of anyone employer. That is, a State might pass a 
law which had no prior period of employment as a requirement, but it 
could not have a law which required a person to work more than 10 
weeks for the preceding employer as a condition of eligibility. 

Then there is a provision about which I should like to speak briefly 
myself: That the benefit rates shall be at least equal to $7 a week or 
average earnings of 20 hours a week, 

Now, I am somewhat afraid of that provision of $7 a week. It is 
true that it is a minimum standard and that the State law might well 
exceed that amount, but I am afraid it would be a mental hazard 
which legislatures would find it difficult to overcome, and that the 
would see this $7 a week, and they might put it in as a maximum or as 
a predominate method of payment. 

£5 that I would suggest that line be redrafted and that any specific 
minimum might be omitted. In its place there might be inserted 
some such provision that the benefit must be at least 40 percent of 
the average full-time weekly earnings. And there might perhaps be 
a moximum weekly benefit laid down not to oxceed $20 or $25 a 
week, but I am somewhat afraid of that $7-a-week clauso; that that 
would be interpreted by the States as a basis for uniform action, 

Mr. Lewis. The subject is a difficult one, I can see. 

Mr. Dovuenas. Yes, sir. Section (c) provides that tho benefit 
periods shall cover at feast 10 or more weeks. 

Mr. Lewis. What is the benefit period in Great Britain and 
Semneny? : 

Mr. Dovucras. Twenty-six weeks in England on insurance, and 
then after the twenty-sixth week the worker is examined by a Public 
Assistance Committee to decide whether or not he or sho is in need, 
and if they are not in need, the benefits are discontinued, even though 
the person is unemployed. If they are adjudged in need, they are 

iven that amount which the committee regards as necessary for a 
urther period of time. Those benefits are paid through the employ- 
ment exchanges but are contributed by the national government. 

In Germany the original period was 26 weeks, and after that a 
period of emergency benefit, which was borne three fourths by the 
national government and one fourth by the localities. But that has 
now been changed, I am informed, so that the original period of in- 
surance is 20 weeks and in seasonal trades 16, and after that the per- 
son is paid on basis of need, but the funds for this are provided not. 
by the National and State Governments, as before, but by the in- 
surance fund itself, which has in the last 2 years accumulated a sur- 
plus because of the increased assessments which have been made upon 
ene and employee. Formerly the fund did not have a surplus 
and the Government bore the relief cost. Now, since the contribu- 
tions have been raised to a total of 61 percent, 34 percent from cach 
party, the insurance fund today has a surplus and is bearing the 
additional payments. 

If J may interject a thought, I think 10 weeks is a rather short 
period ef time. Unless it causes too much trouble in connection with 
the Wisconsin law, which is limited to 10 weeks, I would like to see 
the period extended to at least 12. 

Mr. Frear. What would be the effect on industry, speaking in 
general terms, as compared with European practices, where the 
Government pays one third and the employer pays one third and tho 
employees pay one third? Here we are taking it all from the employer. 
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Mr. Dovauas. May I say something on that? 

Mr. Frear. Yes, sir. 

Mr. Dovatas. In Germany, of course, the cost of insurance is 
borne by the employer and worker in equal contributions. 

Mr. Frear. Fifty percent each? 

Mr. Dova.as. Yes, sir. 

Mr. Frear. Here in this case we are making it fall entirely on the 
employer. What would he the effect on industry in general 

Mr. Dovatas. This act does not require the employer to pay the 
entire cost. The various States could require the omployees to pay 
some. 

Mr. Frear. Yes; but the employer has got to pay his 6 percent. 

Mr. Dovatas. Pay his 6 percents yos, sir, : 

Mr. Frear. And the Federal Government is going to credit the 
State with these contributions. 

Mr. Dovatas. Or the individual employer. 

Mr. Frear. I am wondering, as long as we are starting out on a 
different proposition from what they have abroad, how that would 
affect industry, because industry, of course, as we know, now is bein 
hampered in many ways. Of course I can readily see that they woul 
object generally to the whole proposition, but we are all in favor of 
giving employment, and if that can be done without any great hard- 
ap on industry it would be very desirable. 

am wondering what the effect would be or if any study has been 
made of it. ; ; 

Mr. Dovatas, No, sir; and, of course, that question really stands 
on the issue as to who bears the cost of insurance. 

Even though levied originally upon the employer, it does not at all 
follow that the employer would ultimately bear the burden. In the 
first place, it would fall on virtually all employers, not merely upon a 
few, and, therefore, a considerable portion of it would certainly be 
passed on in the form of increased prices to the consumer. 

Mr. Lewis. Elevate prices that much? 

Mr. Doveavas. It would force an expansion of bank credit. 

Mr. Frear. There is only a slight increase because it is based 
upon the pay rolls, and not based upon the general expenditures of the 
corporation. 

Mr. Dovetas. That is right. 

Mr. Frear. But there is a different system or different principle 
involved hero, that is, it is entirely charged against the industry. 

Mr. Doveuwas. I think a pone of it might be shifted back to the 
workers in the form of a diminished wage, or, rather, the workers 
might not receive increases which they might otherwise receive. 

Mr. Frear. You mean that may be by agreement between the 
parties? It could not be done where the wage is fixed. 

Mr. Dova.as. If the addition of this payment meant that the 
employers were paying out, both in wages and insurance, more on 
behalf of a worker than ho contributed in productivity, the tendency 
might be to squeeze some workers out of employment, and then 
those workers being out of employment would offer to work for a 
lower wage than that originally prevailing. 

So that part of it may be brought back to tho workers. 

Mr. Frear. That would be rather difficult to do under the opera- 
tion of the labor unions. 
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Mr. Doveras. Only 10 or 15 acto of the industries are unionized, 
and there.is some degree of flexibility even there. 

Mr. Lewis. In these competing products, say artificial silk and the 
raed forms of cotton manufacture, we might have an instance of it 
falling back on the employer. 

Mr. Dovavas. Yes, sir. 

Mr. Lewis. Because there the price might not be subject to a 
corresponding increase, : 

Mr. Dovatas. Yes,sir. In conipeting products, with differing per- 
centages paid out in pay roll, there would be that unequal feature, from 
the point of view of selling price, that is quite true. And the industry 
with the smaller percentage of pay ro}l would gain in Cac pep and 
the industry with the larger percentage of pay roll would lose in com- 
parison. 

Mr. Fnear. Is it generally known what the impression or under- 
standing is of men connected with large industries like those in Detroit 
and elsewhere, who have their own independent system, I suppose, 
quete largely? How do thoy regard this? : 

Mr. Dovetas. In 1929.the Industrial Relations Counselors, which 
is an organization largely financed by Mr. John D. Rockefeller, Jr., 
and which served large business interests, made a survey of the prin- 
cipal pane of unemployment insurance which had been put into effect 
and they found that as of 1928 there were only some 12 voluntary 
employee plans, which included in all 10,900 workers, and that even 
if you were to include those which put in unemployment insuresive 
since that date, notably the General Electric, the experiments at 
Fond du Lae, Wis., in your State, Mr. Frear, and so forth, thut the 
total would not be more than 100,000. : 

In other words, if I may put this as an illustration, after 15 years 
of experimentation, the private voluntary plans included shout 
100,000 workers, while there would nominally be between 20 million 
and 30 million workers cligible for unemployment insurance. S 
thai in 15 years they covered only from one half to one third of 1 
percent and you see at that. rate it would take something like 2,000 
years to cover all of the workers. It is possible that they might speed 
up in the future, but they have burned their fingers so badly with 
private old-age pension plans, that I do not expect to see much 
experimentation. 

Mr. Frear. I do not know whether this has any bearing on the 
bill, but there is a possibility that some of those people who are un- 
employed will never be employed, that is, those out of industry, for 
reasons given by Miss Perkins today. 

Mr. Dovatas. Yes, sir. 

Mr. Frear., What can be done for those? 

Mr. Douctas. Those will have to bo taken care of by the Govern- 
ment. 

a SHEA: By the Government, the State or Federal Govern- 
ments 

Mr. Dovatas. I think one of the troubles with the English system 
from the perod 1921 on to 1931 really was that thoy tried to uso the 
system of insurance to cover everything, and I think it is much 
better to block a particular field and have insurance cover that, and 
then have relief take people after thoy have exhausted their insurance 
benefits and are still in need, also take people who have never been 
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under autres at all, and not have an insurance system try to do 
everything, 
(e Section 3, on page 9, is interesting and important. The act 
provides that no State act shall deny compensation to a worker if 
the job which is offered to him and which he refuses is a vacancy due 
to astrike or a lock-out. Section 2 I shall pass over because I under- 
stand President Green of the American Federation of Labor is going 
to mako a statement upon that. 

Section 3 provides—— 

Mr. Lewis. What page? 

Mr. Doucias. Page 9. You sco your State act normally requires a 
worker to accept the jobs which are offered to him in his trade, and 
if he refuses to accept such a job, ho is denied benefit. 

Now, suppose the job which is offered him is ua strikebreaker job. 
This clause says that you shall not use unemployment insurance to 
make a man a strike breaker. He can refuse to be a strike breaker 
and still get benefit. Although the section in that respect does not 
provide for it, a State law might say that if a man leaves work because 
of a strike, he will be incligiblo. In other words, a State law will 
penerly try to be neutral in these industrial disputes, neither giving 

enofits to people out on strike, nor withholding benefits from those 
who refuso to act as strike breakers, 

Similarly tho third clause, which virtually says that. if a worker 
is compelled, as 2 condition of employment, to join a company union, 
or Bivo up membership in his own union, that ho can refuse such a job 
and claim benofit. In other words, it tries to tic in section 7 (a) of the 
Recovory Act with this. 

(f) Is, I think, obvious. 

(g) Merely takes cognizance of the fact that certain firms may 
be given the right, under State law, to guarantee employment. That 
is, Procter & Gamblo, in Cincinnati, guarantee en:ployment. instead 
of giving an unemployment insurance benefit. Presumably, if they 
do not afford the full number of weeks of employment, thoy pay full 
wages. ‘This provides that that should be taken into account. 

Mr. Frean. Credit? 

Mr. Dovatas. Credit; yes, sir. 

(h) Provides that the State laws shall not permit private insurance 
companies to carry the unemployment insurance. € do not think 
many private insurance companies will care to do so beenuse. it is 
diflicult to find out what the risks would be. It would be a bit 
social policy, I believe, to have a lot of competing itsurance companies, 
heeause of the risk. If you had private insurance, you probably 
would also find some insurance companies —nnd Lb won't say all in- 
surance companies—fighting claims, and there would be always 
present tho difficulty that you would have the insurance fund sopn- 
rated from the administrative agencies. 

Mr. Frean. Is there any practice of that kind at present? Do 
they have private insurance companies doing this work? 

Mr. Douvanas. No, sir. 

Mr. Lewis. Wisconsin, for exumple? 

Mr. Dovetas. Wisconsin does not have any private insurance 
companies carrying unemployment insuranee. 

Mr. Frean. [never heard of any. 
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Mr. Dovatas. This much should be said: In 1931 the New York 
State Legislature passed an act which permitted private insurance 
companies to write unemployment insurance, and that act was 
vetoed by Governor Roosovelt. Therefore, so far as I know, it is not 
granted by state law, unless some State laws have general provisions 
which might permit them to do so. 

Mr. Frear. Are there any in existence? 

Mr. Doveras. Nono that [know of. 

(i) Provides that the unemployment fund shall be under State 
control, and that whero an employer keeps his own fund in the form 
of an accounting reserye, he shall maintain with the State collateral 
which will insure the solvency of the fund. That clause is to guarantee 
against the dangers of self-insurance, with an udequate employment 
reserve, 

(j) Not only provides for that, but also provides that every act 
shull tive to both employer and employee the right to be heard on 
any disputed chim, by an impartial agency. In other words, it 

rovides that the determination as to what is unemployment shall be 
in the hands of an impartial ageney, and that is an important issue, 
when fhe question comes up, as to whether a man left.a job with due 
cause or not, or whether he has refused suitable employment. It is 
very important that such questions shall be in impartial hands, 

Mr. Lewis. Does the Wisconsin Act leave those decisions to the 
Workmen’s Accident. Commission? 

Mr. Doucras. ‘To the Industrial Commission; ves, sir. 

Mr. Lewis. 1 would be natural to refer them to that Commission. 

Mr. Dovanas. Yes, sir. 

Section 4 merely lays down the conditions under whieh the excise 
tax shall be paid. 1 am informed that section 4 was drafted with the 
cooperation of the Bureau of Internal Revenue, ad that the provisions 
are satisfactory to it. The money can be paid wnnually or quarterly 
or extensions of time may be given if the firm is unable to meet the 
payment, end this permission is given by the Commissioner, with che 
approval of the Secretary of the Treasury, but not to exces: 6 montis. 

That completes my analysis of the bill. 

Mr. Lewis. In section 5 it stutes: 

If auy provision of this act, or the application thereof to any person or cireuns- 
stance, is held tivatid, the remainder of the act, and the application of such provi- 
stons tu other persons or circumstances, shall not be atfeeted thereby. 

Would vou encounter the difficulty of a veto by the courts—-—- 

Mr. Dovaras. I am not a lawyer and perhaps I ventured unduly 
upon constitutional questions when 1 originally expressed my opinion, 
so that 1 wiil pec. ‘hat over to people who wish to testify on that 


point. 
Mr. Lewis. 2+ .nere any further questions of Professor Douglas? 


(No response.) 

That is all. We thank you, Professor, very much, 

Wo will adjourn at this time until 10 o’clock tomorrow morning. ; 

(The committee thereupon adjourned until 10 o’clock tomorrow 
morning, Thursday, Mar. 22, 1934.) 
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THURSDAY, MAROH 22, 1934. 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON Ways AND Means, 
Washington, D.C. 

1 subcommittee met at 10. a.m., Hon. David J. Lewis (chairman) 
wresiding. 
Mr. Lewis. The subcommittee is ready to proceed with a continua- 
tion of tie hearing on H.R. 7669. Mr. M. B. Folsom, representing 
tlle Eastman Kodak Co., is the first witness this morning. 

Mr. Folsom, will you state whom von represent, and also give us 
a aor résumé of your experience and background in connection with 
this matter. 


STATEMENT OF M. B. FOLSOM, ASSISTANT TREASURER, EASTMAN 
KODAK CO., ROCHESTER, N.Y. 


Mr. Forsom. Mr. Chairman and gentlemen of the committee, I am 
very glad to have the opportunity to appear before your committee, 
at the request of the chairman, Mr. Lewis, to describe the experience 
of the Rochester Unemployment Benefit Plan, and also to give you 
my views, which are also the views of the Eastman Kodak Co., on the 

agner-Lewis bill, S. 2616 and H.R. 7659, relating to unemployment 
reserves. I have studied this subject of unemployment reserves and 
insurance since 1922. _I assisted in the establishment of the Rochester 
unemployment benefit plan in 1931 and served on tho committee 
which drafted the unemployment benefit plan recommended by the 
United States Chamber of Commerce for employers generally. J also 
served as an adviser to the New York State Legislative Commission 
on Unemployment Insurance in 1932. My business experience his 
been entirely with the Eastman Kokak Co. I have been in close 
touch with the statistical and planning work necessary for thestabiliza- 
tion methods used by the sompany and since 1931 have had opportun- 
ity to see how an unemployment benefit plan works out in practice. 

Mr. Cooper. Is tho benefit plan you refer to for the city of 
Rochester? 

Mr. Fotsom. I will describe that plan. 

In February 1931, 14 companies in Rochester, feeling that some 
action should be taken to mect the unemployment problem in the 
futuro, adopted the Rochester Unemployment Benefit Plan. That 
plan provided for the creation of substantial reserves for a period of 
years from which unemployment benefits could be paid to workers 
who might be laid off because of lack of work. Under this plan each 
company accumulates its own fund. én 
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Mr. Lewis. Are you now talking about the entire city of Rochester? 

Mr. Fotsosm. No; I am talking about 14 companies in the city of - 
Rochester. Each company decided to start its own fund by setting 
aside an annual appropriation for a number of years from which 
hey could make payments to people laid off on account of lack of 
work. 

Mr. Lewis. Have you any idea as to how many employees were 
affected? 

Mr. Foxusom. I will give you that. The amount of the annual 
appropriation depended upon the experience of the individual com- 
pany, with a maximum of 2 percent of the payroll, the employer 
paying the entire cost. 

his plan provided that the benefits would become payablo after 
January 1, 1933, giving 2 years in which to build upafund. At the 
time when the plan was adopted, in the early part of 1931, there was 
little expectation that the depression would grow any worse. As a 
result of the drastic decline in business during 1931 and 1932, some 
of tho smaller companies found they were not able to set aside tho 
funds as they originally contemplated, becauso they did not have 
them. So they were obliged to suspend the operation of the plan 
until business improved. 

But the seven larger companies, including the Eastman Kodak Co. 
went ahead and accumulated the fund as originally intended, an 
they have paid benefits according to the plan, beginning January 1, 


The companies that went ahead with the plan represent approxi- 
mately 12,100 workers, or 77.5 percent of the total number of em- 
ployee covered by all of the companies originally in the plan. 

uring the year 1933, actual benefits amounting to approximately 
$42,000 were paid to 337 workers laid off because of lack of work, 
and benefits amounting to $8,000 were paid to 196 part-time workers 
who were working less than 50 percent of normal time. 

Practically all benefits were paid to workers laid off during the 
first 3 months of 1933, before employment began to increase. 

With the reduction in the normal number of working hours to 40 
a week, due to N.R.A., part-time benefits are now only payablo if 
employees are working less than 20 hours, or 50 percent of the normal 
time. The plan calls for part-time benefits for those working less 
than half time, and no benefits are paid those who are working 20 
hours a week, or more. 

Payments to date by most of these companies have represented 
only a small part of the fund that has been accumulated. These 
companies will now continue to accumulate the fund until a maximum 
of five annual appropriations is reached. If business continues to 
improve during the next 2 years, these companies will thus have a 
substantial fund available for the payment of unemployment benefits 
in the future. 

The rato of contributions provided in the | was fixed only after 
several companies had made very careful studies of their employment 
records over a long period of years in order to determine what the 
plan would have cost them in the past and what the cost would be in 
tho future. ' 

The employment records of tho Eastman Kodak Co. were such 
that we could go back to 1900 to determine what the plan would 
have cost if we hed had it in operation from then up until this time. 
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We found that the piss up to 1930—and the plan provides for 
benefits greater than the benefit in most of the plans considered by 
State legislatures, and quite a little in excess of benefits provided in 
the Wisconsin bill—this plan would have cost considerably less than 1 
percent of the pay roll if the cost had been spread over the entire 
period, and including tho present depression up to the end of 1933, the 
cost would have been less than 1 percent of the pay roll. 

That low cost is due to the stabilization work which has been carried 
on by our company during a period of 35 years. 

Mr. Lewis. What proportion of your costs were wages? I was 
thinking it might be due to a high machine factor in your operation. 

Mr. Foisom. It is based on a percentage of the pay roll. 

Mr. Lewis. The pay roll might be small in proportion to the whole- 
sale value of the product. 

r. Forsos. I think our labor percentage is well above that of 
industry in general. ‘The low cost is also due to the policy which we 
have slways adopted of spreading the work. ; 

Very early in the depression we adopted tho policy of spreading 
work, before it was generally adopted. If we keep people busy 50 
or 60 percent of the time, then we pay them no benefits. 

I will give you an illustration of what we are up against in our own 
plant. Our principal products, as you know, are photographic goods, 
and there is a high seasonal peak of sale in the summertime. This 
curve on the chart [indicating chart] shows the sales of one of our 
principal products. 

Mr. Lewis. The lower curve? : 

Mr. Fotsom. Yes. The sales of that product in July are about five 
times the amount of sales in November or December. 

Mr. Lewis. That chart covers a year? 

Mr. Foisom. Yes. If we produced at that rate then we would 
have a lot of people employed during the summer peak and would 
have to throw them out of work in the latter part of the year. 

We start building up our stock in September and build it up 
gradually until we reach the peak in March. . 

Woe build up the stock during the winter and spring. From then 
on the sales are in oxcess of the production, and the stock goes down. 

_ As a result of this plan, the employment in the factory shows very 
little Muctuation in any year. 

Mr. Lewis. When did you introduce your plan? 

Mr. Fotsom. We started on this before 1900. 

Mr. ReEeEp. I just wanted to say, Mr. Chairman, for the benefit of 

the committee, if you are not familiar with the situation in reference 
to Rochester, that city is about the most progressive, forward-looking 
community that there is in the United States of America. 
_ Many of the worth-while things in civic affairs have been initiated 
in tho city of Rochester. I know of no city in this countey where 
delegations from other cities may go and learn more than they can 
by going to the city of Rochester. 

Mr. Coorer. Let me ask you one question in reference to the chart. 
What represents that break in the straight line? 

Mr. Fotsom. That is the provision we make for vacations. 

We make our estimates at the first of the year as to what we aro 
going to sell. The estimates are based on careful study by the statis- 
tical and planning departments. 
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We allow for lower production during July and August because of 
vacations. But if we reach this point and find that our sales have 
been higher than we expected, and therefore our stock is not adequate, 
then we can step up production during those 2 months, 

Mr. Lewis. I think that chart you have presented should go in 
the record at this point. 

(The chart referred to is as follows:) 
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Mr. Fousom. We have carried on stabilization work in our com- 
pany over a period of 35 years, and have spread the work when it 
ecame necessary to curtail preauston: oreover, because of the 
study we have given tho stabilization problem, the cost of such an 
unemployment benefit plan as ours would be less than in a company 
where no stabilization work has been done. 

Our record in the stabilization of employment would indicate that 
the benefits which could be expected from an uncmplovment reserve ° 
plan would furnish an incentive to an employer to stabilize. 

If an employer knows that he has to pay the benefits, he will do 
evel M thing ho can to keep his employees occupied. 

The experience of these soven companies in Rochester that I have 
referred to, both bofore and after the adoption of the plan, would, 
indicate that it is a practical plan, and that with a maximum con- 
tribution of 2 percent a sufficient fund can be accumulated to make 
the payment of benefits as fixed in the plan. Our benefits are o 
se ae of $18.75 per week, spread over a maximum period of 13 
weeks. 

Mr. Lewis. What would the minimum be? 

Mr. Forsom. Fifty percent of the normal pay. 

Mr. Lewis. That would be the equivalent of 3 days’ work. If you 
work but 2 days you make up a day. 


: 
sao 
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Mr. Forsom, It is not the expectation of these companies that this 
plan will provide for unemployment throughout a deep open 
such as the one we have recently experienced. It will, however 
provide benefits for a definite period for those who may be laid o 

ecause of slack work, and it will also serve as an incentive to the 
companies to stabilize employment and to reduce unemployment. 

The experience of these companies already indicates that with 
such a plan in operation greater effort is made by the entire organi- 
zation in each company to plan better, to spread work, and to adopt 
other means to prevent lay-offs in order to avoid having to pay 
unemployment benefits for which nothing is received in return. 

Mr. Reep. I assume, with the plan you refer to in operation, you 
have a very small turnover in labor. 

Mr. Fotsom. Yes. Of course, we try to do everything we can to 
keep a steady force. 

Mr. Reep. You have a small percentage of turnover of labor? . 

Mr. Forsom. It is less than 20 percent. In addition to the un- 
employment benefit plen in our own company, we have a number of 
other employee-benefit plans. We have, for instance, an old-age pen- 
sion plan, a disability benefit plan, a group life insurance plan, a 
sickness benefit pjan, and a profit-sharing plan. 

Mr. Lewis. Does your disability benefit plan take care of the 
employee after the ordinary accident compensation benefit ceases? 

Mr. Fotsom. It covers total and permanent disability. 

Mr. Lewis. It will go on for life, other things being equal. 

Mr. Foisom. Yes, or as long as the disability continues. All of 
those plans that we have are paid for in our case by the company 


entirely. Of course, all these plans would naturally tend to hold the 
employee to the company. 

Mr. Reep. That is the point I was thinking about. 

Mr. Foitsom. One of the purposes of adopting such plans was to 
keep the employee satisfied so that he would want to stay with us, 
because we realize fully the high cost of turnover of employees. 

Mr. ReEEep. As a matter of fact, it is a real worthwhile investmont 
on the part of the company, and they really save money if they can 
avoid a turnover. 

Mr. Fousom. Yes; and it improves the morale of the organization, 
and with better satisfied and steady workers you can get a better 
output per worker than otherwise. 

Mr. Reep. In the usual course of events in an industry the cost 
of teaching a man his job is vory high, and I suppose that is figured 
in in this plan. 

Mr. Fotsom. My contention is that with a plan of this sort—I 
cannot convince all employers to that effect—but my contention is, 
based on our own experience, that with a plan like this in operation 
the benefits which an employer actually receives through the opera- 
tion of such a plan will in the long ran offset the cost. 

It will aid in reducing the turnover and with steady workers the 
cost of manufacturing will be reduced, so that in the long run the 
amount actually paid out in benefits will not be any greater than the 
benefits which the employeo actually receives. 

Mr. Reep. You have really had the wonderful leadership of Mr. 
Eastman, and you have also had the cooperation of the city at large 
in providing recreational facilities and making it a musical center, 
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with a wonderfully attractive park system, which has a tendency to 
keep the people satisfied in the city of Rochester. 

Mr. Fousom. I think there is no question about. all those factors 
being a help. 

r. Cocuran. Does the employer pay the cost of all the benefit 
plans you mentioned a moment ago? 

Mr. Foxtsom. In our case the company does pay it, but as a gencral 
rule I think the ideat plan would be for the employees to contribute 
toward the cost of a number of these plans. However, I do not feel 
that the employee should contribute toward the cost of the unem- 
ployment-benefit plan. 

I think the ideal plan is for the omployer to stand the cost for the 
first 15 or 16 weeks. 

But if the employees want to contribute to it also, let them build 
up such a fund, setting aside so much a week or a month in a separate 
savings fund which they can draw on for their bencfits when the em- 
ployers’ benefits cease. 

If they never become unemployed, they can uso their fund to help 
out on old-age pensions, or to go to their estates in the case of death. 

But I think the two funds should be kept entirely separate. 

Be eae In your unemployment fund, do you have a waiting 
perio 

Mr. Fousom. Yes. 

Mr. Lewis. How long? 

Mr. Fotsom. It is 2 weeks, but I think it ought to be 4 weeks, 
I think o longer waiting period is better, so you will not use up the 
fund tor short periods of unemployiment. 

I think that the greater part of the fund should be saved for deep 
depressions, the employee can get along for 3 or 4 weeks. 

he experience of the smaller companies, who found that they were 
financially unable to go ahead with the plan although convinced of 
its desirability, demonstrates tho inadvisability of any compulsory 
lan which provides for the payment of contributions until business 
as shown definite and sustained improvement. 

The companies adopting this ees felt that the idcal program for the 
general smauguration of unemployment reserve plans would be tho 
voluntary adoption of such plans by individual employers. Such 
voluntary action would follow several lines and would provide 
experience with various types of plans. 

he Rochester plan at that time stimulated a great deal of intérest, 
and sory. thereafter the United States Chamber of Commerce 
recommended a plan for employers in general quite similar to the 
Rochester plan. 

It soon became evident, as the depression deepened, that employers, 
although thoy were very much interested, were in no position to start 
the accumulation of reserves for future depressions; they were too 
much concerned with the problems of the present depression. 

his concern over the present situation also explains the attitude of 
employers in general that legislation on unersployment reserves should 
be delayed until business is closer to normal. Most of them feel that 
they have so many problems to consider in the present depression 
that they cannot be very much interested in providing reserves for 
future depressions. I think that is the reason why most employers 
are opposed to any legislation. 
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In the last 2 or 3 years I have contacted a large number of employers 
on this subject, because our plan has created so much interest that 
we have been asked to explain it to quite a large number of groups. 
I as gone out to a number of cities for the purpose of explaining 
our plan. 

During 1931 there was a areal deal of interest in it. But when the 
depression got deeper and deeper, employers could not consider this 
problem because thoy had so many other problems more serious to 
consider. 

Mr. Cocuran. What is your opinion in regard to it? 

Mr. Forsom. Speaking for the Eastman Kodak Co. and for 
myself, we are fully convinced of the desirability of the adoption of 
unemployment reserve plans, and we realize that legislation will be 
necessary before such plans are generally adopted. No compulsory 
plan should become effective, however, as to contributions, until we 
are well out of the present depression. 

Legislation, if enacted, should be of the type which makes it com- 
pulsory for individual companies to set up reserves, with a separate 
account for each company’s reserve and with a provision to exempt 
employers with plans as good as the State plan. 

We are opposed to legislation which sets up one Staie pool. By 
that [ mean a plan by which all employers in the State have to set 
aside a certain percentage and put it into one common pool, and the 
companies who make no effort to stabilize, would pay the same rate 
as the company which does adopt a good plun of stabilization. 

Mr. Lewis. Under the terms of the bill that particular problem 
would be decided by the legislature of cach State. 

Mr. Fouisom. We feel that under the Stato pool plan, there is little 
encouragement for the employer to stabilize and thus tho prime pur- 
pose of the plan, which should bo to prevent unemployment, is 
defeated. If a plan of that type is adopted, all company plans, 
such as the Rochester unemployment benefit plan, would have to be 
discontinued. 

Mr. Lewis. On the question of stabilization, your record is so long 
that you perhaps do not have the experience with which to nnswer it. 

Yesterday I used an extreme illustration of stabilization. Say 
some concern was doing its work in 6 months and employed 500 men. 
It stabilizes and employs 250 men only, the same men, for a year. 
It does not seem to me that in the light of the problem of chronic 
unemployment, even at the best, stabilization of that character is all a 
blessing. I would like to have your view about that. 

Mr. Forsos. There is no question about it that with the adoption 
of a plan of this sort, if you have unemployment reserve logislation 
generally adopted, in the future employers will do a better job in 
stabilization. There will be less fluctuation in employment. ‘That 
means that they will not hire as many people and will not fire as 
many people, There will probably be a larger burden of permanently 
unemployables than before the depression. ‘The problem is to reduce 
the number as low as possible. 

_ In our opinion it would be very desirable to have legislation adopted 
simultaneously in the several industrial States, so that employers in 
one State would not be placed at a disadvantage with competitors 
in other States. I have found that one great objection among em- 
ployers up to now is that they do not want to be placed at a disad- 
vantage with employers in other States. 


I | 
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We would, therefore, approve the general objective of the Wagner- 
Lewis bill, to furnish an incentive to States to enact legislation, but 
we have several definite suggestions to make for changes in the bill. 
I will take up the changes that we suggest. 

In the first place, the 5-percent tax rate is too high. The only 
State law so far passed, that is, in Wisconsin, requires a 2-percent 
contribution. The principal bills now being considered, in New York, 
Massachusetts, and other States, provide for either 2 percent or 3- 
percent contributions by the employer. 

Most of these plans provide for a separate account to be kept of each 
company’s reserves and set a definite maximum reserve per employee, 
generally $100. Under this type of plan a 2-percent contribution 
would build up the same reserve as a 3-percent contribution, and yet 
it would not be so much of a burden upon the employers during the 
initial stages, when they can not stand it. 

The experience of the Rochester companies would indicate that a 
2-percent contribution would be sufficient to build up a fund to take 
care of the henefits provided in most of the bills which aro now being 
considered in most of the States. The Rochester plan calls for larger 
maximum benefits than most of the bills being considered by the State 
legislatures. . 

We feel that the legislation should be used only as an incentive to 
States to pass unemployment resorve legislation and not to be used as 
a revenue-producing measure. Senator Wagner has stated that the 
pucnose of the Wagner-Lewis bill is to serve as an incentive to State 

egislatures to pass unemployment reserve legislation. 

Mr. Lewis. My view is, however, that wo would have a somewhat 
different problem in each industry, depending on its vicissitudes of 
production and marketing. 

Mr. Fotsom. As long as you set a maximum reserve which must 
be accumulated for cach employee to take care of the benefits, you 
take care of that. 

Mr. Lewis. That would’ mean that the Federal Government, in 
its effort to act in the matter, would have to develop a different tax 
for the different. industries. 

Mr. Fotsom. No. Let us take, for instance, the Wisconsin law 
that provides for a 2 percent contribution, and several of the bills 
pending in New York State provide for 2 percent; none of them go 
over 3 percent. ; 

Senator Wagner has stated that the purpose of tho bill now before 
you is to serve us an incentive to Stato legislatures to pass legislation 
along this lino. 

Most of the bills, of which there are several in State legislatures, 
call for only a 2 or 3 percent contribution. Five percent is not neces- 
sary unless you oxpect to have the bill provide benefits much greater 
than the benefits provided for in bills now before Stato legislatures. 
I do not think that is necessary. 

Mr. Lewis. You, I am sure, do not form opinions without informa- 
tion. Have you any statistical studies on this subject that would 
help the committee, concerning this rate? You gave us your expert- 
enco from 1900 on. That is in ono industry. 

Mr. Fotsom. You take tho Wisconsin bill, which provides only for 
$10 a week bonefit for 10 weeks, and a maximum reserve of $75 
which is sufficient, because you would not expect to have to lay off 
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your whole force. The maximum liability under the Wisconsin act is 
$100, and they say you must set up a reserve of $75. | 

The Steingut-Mastick bill, which is similar to the bill that Senator 
Wagner introduced in the Senate for the District of Columbia, pro- 
vides for $15 a week maximum for 16 weoks; that is a $240 maximum, 
Of course, that is the maximum; robably the average would be 
around $150 if you lay off everybody in vour force. They say you 
should set up a reserve of $100 for every emoloyee. If you do that, 
it does not matter whether you contribute 2 or 3 percent for 2 or 3 
years. When you reach the $100 maximum the contribution stops. 

If you are going to have that type of bill which sets up a maximum 
reserve, 2 percent will accumulate a reserve as well as 3 or 4 percent. 

If you take a & percent Federal tax on top of that, which means 
that the employers in those States would pay 2 percent to the State 
fund, and 3 percent to the Federal Government in taxes, there would 
not be any inducement to reduce unemployment. 

Mr. Lewis. What figure would you suggest, about three? 

Mr. Fotsom. Two percent; the Wisconsin act provides for 2 
percent, and there are bills pending in New York that provide for 
2 percent. There are bills in other States that provide for 2 percent. 

If you intend to give any latitude to the State, it seems to me you 
oupNt, to give the State latitude in that regard as well as in other 
regards, 

: ae nore What did you say; that this should be left to the 
tates 

Mr. Fotsom. Yes. It has-been stated by Senator Wagner that it 
is the purpose of this legislation to give wide latitude to the States as 
to the type of legislation which they will enact. 

I think it is important to give them latitude as to the rate above a 
stated minimum. I think the 2-percent rate will provide the benefits 
which aro set up in most of the bills. 

Mr. Lewis. Thero should be a uniform rate so that the burden on 
competing industries in different States would be equal. 

Mr, Fousos. Yes. If you have the 2-percent rate and the com- 
., pany docs a good job so that they will not have to pay benefits, the 
cost to the company will be less in the long run. 

The second point I want to make is that there should also be a 
provision that, if the omplover has set up the maximum reserve 
specified in the State law and is thereby relieved from any further 
qurtnbunons, he should not be liable for the payment of the Federal 
aX. 
Then if you have a State law which provides that every employer 
must set up a reserve of $100, as long as he keeps that he does not 
have to pay any more to the State. 

According to the way the bill is drawn now, he immediately would 
have to start paying the #ederal tax. That is the way I interpret 
this bill, but the solicitor, Mr. Eliott, advises me that this is not the 
case. However, 1 think it ought to be clarified. 

_ Many proposed State bills, such as the New York Steingut-Mastick 

ill, which is practically the same as the bill introduced by Senator 
Wagner in the United States Senate last year for the District of 
Columbia, provide that an individual employer may be exempt if 
ho has a plan providing benefits equal to the State plan, and if the 
State agency is satisfied as to the financial security of the plan. 
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Some of these employers, because of their record in stabilizing em- 
ployment, may not actually put aside as much as the State requires 

or other omployers. 

If we had legislation in New York State which would require that 
all omployers should set wp unomployment reserve plans similar to 
the Rochester plan, any one of the Rochester companies could be 
exempt from tho operation of a State plan if the State department of 
labor is satisfied as to the financial security of the plan, or is satisfied 
that wo have the money to take care of it. 

According to tho way in which tho bill is now drawn, such an 
oxempt employer would be required to pay tho full excise tax to the 
Federal Government in addition to the reserve which he sets aside 
under his own plan. | In othor words, the Rochester companies would 
be penslized for having adopted a plan voluntarily. 

It is therofore strongly recommended that any employer who is 
exempt under a State plan because he has a plan with benefits equal 
to the State plan, or better than the State plan, should receive the 
same credit on the Federal tax as other employers in the State who 
aro not exempt. Thero is very little likelihood of evading the spirit 
of the law because the Stato agency, before exempting an employer, 
will bo assured that tho plan provides benefits equal to the State 

is and also that the employer is financially able to pay the 
encfits. 

One reason why I would like to have you consider that point is 
that my whole theory is that you should tie this up to the individual 
employer, and not get the State into it. It is better to have the 
individual employers have their own plans for their employees and to 
have the employees go to tho individual employer for their benefits 
instead of to the State. If the benefits are paid by the State, the 
people will look to the State for a continuation of the benefits, and 
you are bound to have them looking to the State to carry it ail the 
vey through. . 

think you have to have relief plans, but they should be kept 
soparate from the unemployment reservo plans. 

Mr. Cocnran. What are your reasons for that position? 
Mr. Fotsom. If you are going to put the burden on the employer, 
you will get botter results if the employer feels responsible for those 

of his regular employees benefited by the plan. ae 

My feeling is that the omployer should assume the responsibility 
for what we consider as regular employees, that is, employees of over 
6 months’ or a year’s service, and when it comes to shift those who 
are around those not employed, except in very prosperous times, that 
must be a burden on society as a whole, and should not be placed 
on the employer. Sauad Sd oy 

Mr. Lewis. That is one of the judicial decisions involved. 

Mr. Fotsom. Most of these plans—— 

Mr. Lewis (interposing). In your plan, for example, of necessity 
the company makes all these decisions, and yet we aro undertaking 
here to confer a form of right upon the ‘“disemployed” workmen. 
T have coined that word, and I think it is applicable. ; 

Mr. Fotsom. This plan, I might suggest, is not new. It is a plan 
which is actually provided for in the bill that Senator Wagner intro- 
duced for the District of Columbia, and which many people are sup- 
porting in New York State. 
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Mr. Lewis. My point about that decision is that a public right is 
involved, and the company is one party. It has an obligation to pay 
if there be an obligation. We cannot think of a right of that ind 
with the determination of the right in the other party to the case. 
How would you meet that difficulty? ; 

Mr. Foutsom. These State plans provide very clearly that in case 
an employee thinks he is entitled to a benefit and does not get it, 
thore aro appeal boards set up in overy district, so he can put his 
claim up to that board, and if he has a good case it will be decided 
in his favor. ; 

The State will take caro of that very well; there is no objection to 
that from the point of view of employees or labor organizations in 
general. That is well provided for in individual plants. In our case 
w6 have a committes which passes on disputed points. The empleo ee 
of an oxempt employer in that case would be just as free to go before 
this appeal board as any other employee, and it ought to be that way. 

Some of these State bills also provide that all employers in an 
industry inny be exempt if the industry has an unemployment benefit 

lan, financially secure and providing benefits equal to the Stato plan. 

tis quite likely that under the N.R.A. certain industries may set up 
a plan of unemployment reserves so that all in the industry would 
have the same plan and would not be subject to difforent rates of 
contribution which might be provided by the legislatures in soveral 
States. For example, the New York Stato Legislature might have a 
bill giving 3 percent, and the Massachusetts State Legislature might 
pass a bi providing 2 percent, and the Pennsylvania State Legisla- 
ture might pass a bill providing 1 percent. I think the State legisla- 
tion would probably exempt from application of the State plan the 
employers who contribute toward such a plan for an industry. 

It is therefore suggested that an additional paragraph be added to 
section 2 stating that an individual employer exempt from a State 
plan or employer in a group or industry which is exempt, will receive 
credit. at the samo rate as the contribution required under the State 
plan for employers in poner . 

There is subdivision (b) of section 2 which provides an additional 
credit to employers who make progress in the future toward stabiliza- 
tion or employment. It is equally snportant that a credit should be 
allowed tho employer who has already stabilized employment and 
who, because of his stabilization work or because of the nature of his 
business, has very little fluctuation in employment. If the above 
change is made giving the exompt employer the same credit as the 
nonexempt employer, the companies who have stabilized will un- 
doubtedly ask to be exempt and would, therefore, automatically 
neomve full credit for the work which they have done toward stabilt- 
zation. 

The fourth point that I wish to make is that the tax should not 
become effective until the well-established indices of employment and 

usiness conditions show that for a period of months business and 
employment have actually improved. Some of the bills now before 
State legislatures have a provision that contributions will not. com- 
mence until the index of employment within the State for a period of 
6 consecutive months shows an increase of a certain number of points 
over the employment of a certain date stated in the bill. 
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Such a provision would be highly desirable. It is felt that if State 
legislation is enacted within a reasonable time of this sort the excise 
tax specified in the Wagner-Lowis bill should not become oporative 
for employers in that State until the State law as regards contribu- 
tions would become effective. ‘There was a provision in the Steingut- 
Mastick bill in the New York Legislature, providing that the contri- 
bution would not become payable until the indox of employment in 
New York State had increased 20 points from the December 1932 
level. In other words, it is not wise to ask for contributions from 
employers now to take care of unemployment in the future, when 
thoy are so overburdoned at the present timo. 

Mr. Lewis. Would you leave it to the Government? 

Mr. Fousom. Yes, within stated limits. 

Mr. Lewis. Would you do it by proclamation of the Prosidont of 
the United States? 

Mr. Fotsom. You could do it by atating that the act would not 
become effective until tho indox of omployment of the Bureau of 
Labor or the index of production of the Federal Resorve Board for a 
period of 6 months indicated that there had been a stated improve- 
ment in business conditions, rathor than setting some dofinito dato 
such as the bill does now for July 1, 1935. I think to safeguard it nnd 
provide for contingoncies a provision like that should be included. 

Mr. Lewis. You might put this in your testimony, theso bills and 
their provisions. 

Mr. Fotsom. I have an analysis which [ have made myself of tho 
threo principal bills in tho New York Stato Legislature. 

Mr. Lewis. Setting forth the provisions on that subject? 

Mr. Fotsom. Yes; the provisions on all of theso bills. 

Mr. Frean. Your suggestion is that legislation of this kind should 
not become effective until some time in the future. Do you think 
the legislation ought to be passed at this timo? 

Mr. Foisom. I think you will find the omployers in goneral will be 
much more receptive if the legislation is delayed, because thoy do not 
feel that now is the timo for it, but, on the other hand, I think the 
important point is it should not become effectivo until business con- 
ditions improve. 

Mr. Lewis. Would you he unwilling to see the legislation passed 

and ready to operate when tho indox factor was favorablo? 
' Mr. Forsom. You will find that most of the employers would be 
opposed to the passago of any legislation at this timo. I would be 
willing to sco legislation now if it were along the right lines, and 
provided contribution did not have to be mado right away, but would 
await an improvement in business conditions. 

Mr. Frear. You beliove, then, that the enactment of legislation 
of this kind at this time would not delay the recovery of business? 

Mr. Fotsom. No; 1 do not believe that the enactmont of legislation 
at this time would dolay tho recovery of business, unless you mado 

rovision that tho contributions should commence iminediately. 

owevor, I know you will find that the groat mass of employers 
throughout the country will be against it becauso most employers feel 
that the main thing now is to got out of this dopression, and they are 
inclined to delay until somo timo in the future and then begin to take 
measures to provent the recurrenco of depressions. 


UNEMPLOYMENT INSURANOE 77 


Mr, Lewis. With that thought occurs this further thought that a 
systom of unemployment insurance addressed to a depression like 
that in 1933 is inadequate, that is, it would prove futile? 

Mr. Fotsom. I do not think it would prove futile, but I do think a 
bill of this sort would certainly not take care of all of the unemploy- 
ment in a depression such as we have had during the last fow yoars. 
Now, my feoling is that if we have legislation adequately adapted, 
and sot up adequate unomployment reserves that they would go a 
long way toward solving scasonul unemployment, and they would go 
a long way toward solving minor depressions such as we had in 1914, 
and such as we had again in 1921, and it would also take caro of the 
first year or so of a deoper depression such as we havo at this time. 
Ilowever, these dopressions such as we have now come only about 
once in every 30 or 40 years, and I do not think any plan you can put 
into operation will take caro of a depression like this. My feeling is 
that employers should be held responsible for the employment of the 
steady workers during normal times, and during minor depressions, 
nad during the first part of tha deeper depressions, but when business 
is so poor that you have to lay off your steady workers, tho people 
who have been with you a long time, then society will have to step in 
and help carry that load, and there is no provision that we can make in 
an cmploymont reservo or through unomploymont insurance that will 
take care of it. 1 do not believe you can over inaugurate a sound 
systom of unemployment insurance that will tako care of it. I do 
not bolieve you can over inaugurate a sound system of unemploymont 
insuranco for tho simple reason that nobody can predict how much 
unemployment we are going to have in the future. 

You can calculate the probabilities and what is likely to happen 
in other risks, such as sickness, death, accidents, and there you have 
statistics, which have been necumulated over many years, so that 
you know what your rate is going to be. Tho death rate this year 

ry and large will be the same as last year, and 2 years from now it 

will be very nearly the same, and you are on a sound basis and you 
have statistics on which to make predications. But, nobody can 
predict how much unemployment we are poing to have. For in- 
stance, back in 1927 people thought it would be impossible to have 
as much unemployment as we have now. 1 do know that no one 
can say how much uwaemployment we are going to have 3 years from 
now. We do not call this plan unemployment insurance, we call it 
unemployment reserve—setting aside a fund which is to be used in 
times of depression to pay benefits—when that fund is gone, then the 
State will have to contribute as they have this time. 

Mr. Reep. Your views coincide with my own in that respect, and 
us was said by Secretary Porkius in regard to the actuarial difficulties 
involved, and as it scoms to me, this could not be classed as insurance. 

Mr. Forsom. No, it cannot. ; 

Mr. Reep. Because, as you say, it is utterly impossible to figure 
it out on the samo basis ns your death rate which is cortain over a 
long period of years. 1 am wondering if you have statistics showing 
how many corporations there are in the United States that omploy 
in excess of 10 people? ; ; 

Mr. Fotsom. No, I have not the figures with me, but I think they 
are obtainable. 

$28 10--34——_6 
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Mega BeeD: I think a proposal ought to be made to obtain that for 
the record. 

Mr. Lewis. I will ask Mr. Eliot to get that. 

Mr. Rezp. If that can be obtained we ought to see, too, over a 
period of years how many of them have realized profit. 

Mr. Extor. Yes. | 

Mr. Reep. Otherwise, we do not know just where we are going. 

Mr. Fotsom. I think you have got to make clear the difference 
between unemployment reserves and unemployment insurance. 
do not think unemployment insurance is practical. 

“en Lewis. The constants are not there upon which to predicate 
i 

Mr. Forsom. Of course, in this country we have not any actual 
statistics of unemployment. ; 

Mr. Ren. There is another question that occurs to me: You 
have made a very deep study of this matter. I wonder if it has 
carried you into other countries that have this so-called plan? 

Mr. Fotsom. I was adviser to the New York State Legislative 
Commission which studied unemployment reserves and insurance 
last year. We have studied it, and I have studied it on my own, 
because the Kodak Co. has branches in England and in Germany. 

Mr. Reep. I would not ask you to go into it now, but I was wonder- 
ing, with the chairman’s consent, if you would mind filing a little 
memorandum on it. ; : 

Mr. Fotsom. I have an article which appeared in the March issue 
of The Nation’s Business that covers this whole question, which I 
would be glad to leave copies of. . 

‘ ar aa If it could be extended into the record that would be 
elpful. 

Mr. Foisom. Of course, as you know, none of the plans that have 
been tried abroad really succeeded. : 

Mr. Reep. That has been my information. 

Mr. Fotsom. In that regard I agree with Mr. Hopkins, who, I 
notice, appeared before the committee yesterday. He stated that 
the British dole system, he thought, was better than our system of 
relief. That system is not unemployment insurance. They had a 
sound system of unemployment insurance to start off with, but when 
he fund became exhausted it broke down and went into the relief 
system. ; 

Mr. Reep. France, for instance, was in a different situation. There 
were some 4 million people killed during the war, and they had to 
art i men from Poland, Italy, and all around to give them the jobs 
which they had. 

Mr. Forsom. The other suggestion or change which I would make is 
that it has been stated by the pro nents of this bill that the purpose of 
this legislation is to give wide latitude to the States as to types of legis- 
lation which would qualify under the bill. I have studied the three 
principal bills now before the New York State Legislature relating 
to unemployment reserves or insurance, and that study shows that 
none of these bills will meet the standard and the conditions enumer- 
ated in the several subsections of section 3 of the Wagner-Lewis bill. 
These bills are the ones which are receiving the greatest support. So 
it seems to me that some changes should be made in the standard if 
you are going to give this latitude to the States. 
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Some of the State bills provide that benefits are not payable until 2 
years after the contributions begin. This is a wise provision as it 
enables a fund to be built up to a reasonuble amount before payments 
begin. If the purpose of this bill is to build up reserves during a period 
of years to pay benefits in times of need, you cannot get much reserve 
in a year’s time. I think you ought to have at leust 2 years’ time 
within which to build up your reserves, and provide that the benefits 
will not become payable until 2 years af 
menced. Subsection (a) should therefore be changed to read: 

Provide that compensation, rights and payments should commence not more 
than two years after contributions begin under such law. 

Some of the State bills provide that an employe is not eligible to 
benefits under the plan until he has been with the employer 6 months. 
There should be a protanons period longer than the 10 calendar 
weeks provided in the Wagner-Lewis bill as the employer should not 
be held responsible for benefits to workers of such short service. A 
short probationary period would undoubtedly increase the employ- 
ment qualifications and thus make it difficult for workers who did not 
meet the high qualification standards to find employment. That is 
going to work against the employees’ interests. If you are an 
employer and you know that the employees you take into your plant 
after a very short period of service are going to become eligible to 
benefits you are going to be very careful about the type of worker you 
take into your establishment, and you are going to set your qualifica- 
tions very high before you take them in and try them out. Many 
workers who otherwise might be put on probation for a longer period 
and meet the requirements for the work will have very little chance of 
getting a job. . 

Many of those workers would normally become satisfactory 
workers, but the employer will not want to take the chance of taking 
them on, and therefore he is going to raise his employment standards 
and thereby also increase the number of unemployables. I think 

ou ought to change so that the provision the benefits should not 

ecome payable until they have been with the employer 6 months. If 
New York or Massachusetts wants to pass a bill providing for the 
payment of benefits to employees of not less than 6 months service 
either State should have that right and you should not make it an 
ironclad rule that they must have a plan for paying benefits to any- 
nour wee had been with an employer for 10 weeks. It should be left 
up to the States to decide. 6-month provision would be better 
from the workers’ standpoint as a whole. Fe ; 

Mr, West. Would you add to that any provision with respect 
to residence within the State? - 

_ Mr. Forsom. Some of the bills have such a provision. Some pro- 
vide for 2 years, and others 1 year. Also that they must have had 
employment so many weeks during the preceding 2 years. | ; 

Mr. West. You think that 6 months is a reasonable period of time 
for that provision? 

Mr. Fousom. Yes. : 

Mr. West. My theory is the employer should be held responsible 
for State workers. 

Mr. Fotsom. We would not consider a person of less than 6 months’ 
service with us as a regular worker. 


ter the contribution has com- - --- 
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Mr. Reep. If you make the minimum less than 6 months it would 
be almost impossible for the industry to regain its lost cost incurred 
n the training of the man? 

Mr. Forsom. Yes; and you will find your turn-over is always 

test among the short-service people. If your period of service 
8 less than 6 months you cannot tell whether a person is going to 
be satisfactory or not, but if you knew you were going to be liable 
_ to pay benefits for those people you would increase the requirements 
as to medical examination, the physical requirements, the require- 
ments as to efficiency, and everything else. 

Mr. REeEp. .Even on any sopioyes you must spend a good deal of 
money to train him for the job 

Mr. Fotsom. It is my opinion that we are going to have a larger 
proportion of unemployables than we had in the past. 

_ Mr. Reep. You have protabl studied this: Have the laws relat- 
ing to compensation had a tendency to make manufacturers more 
strict in their selection of men? 

: Mr. Fousom. Yes; that has been one factor among many other 
actors. 

Mr. Lewis. J have heard it frequently suggested that the com- 
panies protect themselves in compensation cases in the insurance of 
employees, and that the rates are dependent upon the average age 
of the employees who are insured. [t is a group-insurance policy 
with the rate dependent upon the average age of the employees. Is 
that true in this case? . ; 

Mr. Fo.tsom. Of course, the group-insurance premium is based upon 
the age of the group. , 

Mr. Lewis. Can you from memory give us some statement as to 
the difference in the rate, say, between persons of the average age 
of 30, and the average age of 50? ; ; ; 

Mr. Fotsom. As a matter of fact, there is very little difference. 

Mr. Lewis. There is very little difference? 

Mr. Fotsom. Yes. In my own company we have group life 
insurance on the whole group. In normal times we have a number 
of young people and older people. When we adopted our plan in 
1929 our rates were set at a certain figure. In the last 3 years, we 
have taken on, of course, very few additional people. We have been 
doing our best to keep our present force employed, but it has been 
necessary to lay off some of the employees, and those who were laid 
off were naturally those who had shorter service with the company. 
As a result the force we have left is of a higher average age than the 
force which we had 3 years ago, and yet the premium of our life insur- 
ance has gone up less than 15 porcent. So, it is not a big item at all. 
No; I do not agree with the statement of a lot of people that because 
of old-age pensions and group life insurance plans, and so forth, that 
employers do not take on older workers. 

Mr. Frear. Do you not think that the States should have uniform 
laws covering unemployment insurance or unemployment reserves? 

Mr. Fotsom. I think it would be better if legislation were adopted 
like this by all of the States. 2s 

Mr. Frear. As a uniform provision? 

Mr. Fotsom. On the other hand there should be some latitude 

iven, because the situation is different in the different States. 
hey ought to have some latitude on it to meet their different con- 


ditions. 
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There is another provision in the bill providing that private insur- 
ance companies shall not enter this field. I do not think there is 
much likelihood that private insurance will want to get into the un- 
employment reserve plans and underwrite them. If they do want 
to do it, I do not see why a State should not permit them to do it, 

f a State wants to let insurance companies get into this field I 
think we sieht gain from that experience. I think, there also, lati- 
tude should be given to the States in that respect. Th 
two other minor points which I think should be cleared up, mostly 
relating to the question of exempting the employer. There is one 
provision stating that the employers in a State must pay a uniform 
rate. According to a number of the State bills they will permit 
exempt employers to have their own plan, but that does not neces- 
sarily mean ho is going to have to pay as much as the State plan. 
If the States pass such bills I do not think they should be disqualified 
under the terms of this Wagner-Lewis bill. I think it is probably 
within the spirit of the bill to do that, but the way it is drawn now 
I do not think it is clear. 

There is another provision stating the amount of collateral which 
an exempt employer would have to pus up as security. I think that 
should be left to the State rather than be stated in this bill. So, I 
have the following amendments to suggest. Do you want me to 
read them? 

Mr. Lewis. Yes. 

Mr. Fotsom. First, amend section 2, subsection (a) so as to reduce 
the rate of the Federal tax from 5 to 2 percent. Second, amend 
section 2 so as to provide that, if an employer has set up the maxi- 
mum reserve required by his Siate law, which qualifies under the 
credit conditions of section 3, and such employer is therefore under 
the terms of said State law relieved of further contributions there- 
under, he is not liable for payment of the Federal tax. 

Mr. Erior. That is already in. 

_Mr. Forsom. Mr. Eliot says that is already in, but the way the 
bill is drawn, I cannot sce it. It should be clarified in that respect. 

Third, amend section 2 so as to provide that any employer, who 
by the terms of his State law, which qualifies under the credit. condi- 
tions of section 3, is exempt from the plan provided by said State 
law on tho ground that such einployer has provided a plan equal in 
amount of benefits to the benefits provided by the State law and 
approved by the State agency as to financial security, will receive 
credit against the Federal tax at the same rate as the contributions 
required under the plan established under the State law. 

‘ourth, amend section 2, subsection (a) so as to provide that, if 
by the terms of a State law contributions thereunder do not com- 
mence until there has been a stated and reasonable improvement in 
employment or production within the State as measured by statis- 
tics collected by the State, the Federal tax shall not become effective 
for employers in that State until the contributions under the State 
law become payable and in no event prior to July 1, 1935. 

It probably would be better if the Federal tax would not become 
effective until employment erent the whole country as measured 
by the United States Bureau of Labor has reached a certain point. 

Fifth. Amend section 3, subsection (a) so as to extend the period 
mentioned in the proviso thereof from 12 months to 2 years. 


ere are one or - 
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Sixth. Amond seotion 3, subsection (b) by oxtending the probn- 
Hlonary period from 10 wooka to 6 months. 

Seventh. Amend section 8, subssotion (f) by providing Chat undor 
the Stnto law an omployer may be exonpted trom the Strate law who 
how provided a plan of benetits equally liberal to those provided in 
the State law and the dinneial security of whieh has been approved 
by tho State ageney, 

Kighth, Amend section 3, subsection (h) by allowing insurance 
with private insurance company of cnployer's liability do pay bene. 
flies in States whore Stuto liw so pormils. 

Ninth. Amond section 3, subscotion (i) by providing thuit collateral 
aocurition to be deposited hy Ho eriplover andor a State ples shout 
he in such amounts aa required by the State agency without any 
Apuciliod avisimiuns. 

PE appreciate very much (he opportunity to express my views on 
this, and FP showkd be glad to amwor any other questions dhe come 
nitfes may enre to ak. 

Av. Lewea. Mr. Molaom, @ referred yesterday to Amerioa’a une 
touchables.  ‘Thatis,mon beyvorul the ae of 4h who eck now amploy- 
mont and who are considered ax having couched that deadline at 46, 
Lthinh Pahnre your fooling on the subject, whieh is (int ay biman 
being haw an equal tight to work up fo the point of his compoteney. 
Hove vou any thought in the homon consideration you hive given 
this subject of an nalilition to this bith (hat would tend to asure anil 
Heeure this right of every human being so his share of Che work 
Whon he is faithfal and compatent? 

Mr. Monson. PE think Chat there bas been a wrong: iinpression pone. 
ally us to the ntimber of peaple who ave 46 years of age or over who are 
in thin situation. You will find in studying ¢hat problem, and Uhiave 
Kone info it pret€y Choveughly tn or own enw and the ens of other 
companios Git the percentage of nui: 4h venom of age aml over 
Whe nre unemployed it tunel tes than in the lower-age proupa. tn 
other words, most of the companies have kept a hoger proportion 
of their people who are over 4) and 46 yearn of age thin thoy hinve 
in the lower-age groups. An analysis of the register of all af the 
people unemployed! will rovent that the greatest: pereeatage are in 
the lower-nge groups aml not in the higherage groups. ‘Chat is 
natural beeause of Che fret that aye and especiones are very important 
factor on dota of jobs, and ala because of the fact Cait most com. 
panies will hesitate a long time before they will tot one the older 
worker. Tis also (rue, however, that when nomen over 16 loses 
a job itis much nore difliedt for him to tind sew employment han 
IL in Foor nn veorger tiene. 

Mr. Lewis. His right aader any bon fw ocgdit to be the mane, 

Mir. Pousos. On the other hind, fan caployer is seeking abillea 
worker and finds there i shortage, he is more inclined to employ 
OH voter mies te Crain Chit an older ane. 

There ia no question about if that it isa ditticntt problem, and it 
is Ged ap with off age poasions, but iment of Chew people are not 
old enough vot tora pension. On the other side of it there ave many 
jobs in industries that enn be tilled by these older people, where theo 
Older man will do as good or better work Chan the younger man. te 
ont of the industsies (hose people are stillon dhe job. They have 
not been laid olf, beeanse they donot want to lay off the tong-servies 
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worker. FP think a lot of thought is being given to this problem, 
nnd industry would profer to hove the olter mon if they eoutd use 
them, It, on the other and, i they cninot (arn out aa mach work 
ws Che younger men, they are semetinws compelled asa matter of 
cconote necessity to dake dhe younger men, 

Mr. Lewin, OF course, the elomental appronet of the industrial 
lomlor to this subject te his responsibility for the proper finaneial 
refer oon the investinent, and is different from the publie demand. 
Hoseoms foe the appreach of the lawiandker nied be: Wat (hia 
idlusteial avetom moist mideatake to aupport the human beings 
dependent on it ond provide an opportunity forall to earn Cheir 
living: from: the sweat of their brows, ‘The Toudal avetom: provided 
some for every hain being, amt even under alavery (he master did 
not fil to feod and clothe the slave, ne aintior what aight bappen to 
crop or mitheds. Naw, itis fom suelo pened view of the mntter 
that Pthink the lawamber will detesoine bia appronch. Tle rentizes 
What vou say about the matives whiek must dominnte the individual 
charged with the responsibility for suceess in bis induatey.  Unnsinuel 
as vent have piven such profoutd and profongel consideration to the 
subject Powar hopiege vou dit found some method hy whiels Coan 
higher tights could be seeured. 

Mr Foveos. F feel Chat wo should bave old-age ponusions, for in- 
tlatee, fo fake care of (he older amen, say, dhose over 04. b think 
that ost of the workers between 46 and Of ave still hept in industry, 
bot ina number of cose Chey are out, and Chose in thin aye group 
whee oul are going to have avery dificult dime gettings a job, 
think industry conde something: alone Ghose dines that Mr. Mord bas 
“lvecnted for some tine, of studying Che jolt in industry to seo if 
Inece and tore of Chose jobs con be filled by the alder workers, 
However, Ethink sou will dind in dhe next few year a hugger number 
of people to this unoplovable peoup, old people who sitaply do not 
need the qantifieations for the work. Fo do not Chih Chiat larder 
shoold be placed on induces as whole. EP htok scciety should take 
(hot boeden. 0 think vou ote placiage enough reepomability. on ite 
dustey by cosing that they ace responsible for heir ceopatar workensy, 
provide for the workers dueag: periods of anemployiwert and 
dastnge ofl aye atten 0% 

That isiny view of it, ond ifyou appronch it ie that way we ean 
reCoup very coud sehome for the fituie. we sy to industes 
you must protect these regular workens, those of over GO months of 
service, and provide them with memploy mend benetite tro a fond 
build up during a period of year, tho result wall be that when wo get 
toa depression dhe caplayee will seadially cedace the hours, and thie 
next few months heep dhe warkem oreapied 60 percent of the time 
mid poy ne beaetite. ‘Then ef the depression ia very deep, if they have 
fo cut praddetion tomore than 40) percent, Chen it will be neeesinry 
te toy off the workers, and they will receive the benelits for Ub weebs 
oS weeks. NC the end of (had dime if the worker hans, in hey mean- 
foe, toll up his owe caving fined, Chen te will start draw ing foom 
hisown money, and that final Brena yor get inte a deep depredsion 
ihe this, going over 3 ord yeuns then society mame step inte Cho pie- 
tae. DT think the problem tow iste get ap trom all of (he os porienee 
We have did with rehef ayatems one sound system of tandlings relief. 
We have tind eneiush espertence by this Cine to beable to determing 


84 UNEMPLOYMENT INSURANCE 


a sound system of relief. Whatever is done the burden should be 
placed where it belongs. Part of it belongs to industry, and part of 
it belongs to society as a whole. 

Mr. Boeune. Don’t you think, though, that the American people 
are loathe to look at things from the long-range point of view? 

Mr. Fotsom. I think there is no question of that. 

Mr. Boeune. That is the unfortunate part of it. 

__,Mr. Forsom. I think the lawmakers ought to take the long-range 
view. 

Mr. Boeune. Exactly. : 

Mr. Lewis. At the beginning of your remarks will you put in a 
detailed statement of your background on this subject and industrial 
experience? You did not at any time mention the number of em- 
ployees involved in those companies. 

Mr. Fotsom. I think you were out at the time, Mr. Chairman. 
There are 12,000 workers in these companies. 

Mr. Lewis. The committee thanks you very much. 

(The article referred to is as follows:) 


Futures PRorection oF THE JOBLESS 


Indications are that the force of the Federal Government will be used to make 
unemployment benefits compulsory. One bill for this purpose is being prepared. 
Mr. Folsom he} draft the United States Chamber's unemployment benefit 
plan and also the Rochester plan. He served on the New York commission 
which studied the subject. His article will help you estimate what will be 
expected of you under the various forms Government action may take. 


(By M. B. Folsom, assistant treasurer, Eastman Kodak Co.) 


Although the British dole system has been widely criticized in this country, 
our present system of administering relief to the families of the unemployed is 
nothing but the dole. In fact. in many parts of this country, relief fs handled 
less systematically, economically, or humancly than under the British system. 

The result is a widespread search for better methods of meeting the situation 
either by law or by individual effort. Tho methods most often discussed are 
uueHipioy ment insurance and unemployment reserves. They are quite different 

ngs. 

Under an unemployment insurance plan an attempt is made to measure the 
risk of unemployment and to establish an adequate premium to cover that risk. 

The risk of unemployment is more difficult to measure and predict than other 
risks generally insured against—dcath, illness, accident, old age, or fire. For 
this reason insurance companies have not entered this field. Experience in 
Great Britain, Germany, and other foreign countries indicates that unemploy- 
ment insurance cannot be put on a sound basis. 

Under a plan of unemployment reserves, an individual company or industry 
accumulates a fund from which benefits are paid during a specified period to 
regular workers laid off because of slack work. The total benefits are limited 

the amount in the reserve fund. Such a plan influences the employer to 
stabilize, and yet, should it become necessary to lay off workers, unemployment 
benefits can be paid for a limited time. 

Before the present depression 13 companies in this country had unemployment 
benefit plans. In 1930 the General Electric Co. inaugurated its plan; 19 com- 
pantes in Rochester adopted the Rochester unemployment benefit plan {n 1931, 
and a few other companies elsewhere have adopted plans recently. Approxi- 
mately 40 companies with some 125,000 workers in norma! times now have 
unemployment benefit or reserve plans. 

The Rochester plan with a few minor modifications was recommended for em- 
ployers generally by the United States Chamber of Commerce in 1931. Under 
this plan each company will build up its own reserve func by annual appropria- 
tions up to 2 percent of the pay roll until the fund reaches a maximum of five 
annual appropriations. All employees who have been with the company a year 
or more and who earn less than $50 a week are eligible for benefits, 
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PAY FOR UNEMPLOYED 


The unemployment benefit {a 50 percent of the employce’s average earnings with 
& maximum of $18.75 a week. Benefits begin after two continuous weeks of un- 
employment. The number of weekly benefits to be paid varies with the length 
of service, with a maximum of 13 weeks in 12 consecutive months. Employees 
working leass than 50 percent of normal time will receive in benefits the difference 
between their actual earnings and the full benefits to which they would be entitled. 

Because of the greater i fraled of administration and because the employees 
will be bearing a great part of the cost of unemployment anyhow, the companies 
made the plan noncontributory in normal years. In a prolonged period of 
yncmploymnent: if the fund becomes inadequate, an emergency will be declared 
and all officials and empress not receiving benefite will be assessed 1 percent of 
their earnings which, with a similar appropriation by the company, will be added 
to the reserve fund. 

The United States Chamber plan was favorably received but few companies 
have adopted it. 

This is not surprising. Most employers have been so busy meeting present 
emergencies that they could not attempt to provide for future depressions. It is 
probable that, with a general improvement of business, many of them will adopt 
plans of some sort. 


THE WISCONSIN PLAN 


Such voluntary action is preferable to action forced by legislation because 
these individual plans would follow several different lines and provide informa- 
tion which is now sorely needed. Employers should realize, howover, that 
legislation is likely in the next year or two in several industrial States. Wis- 
consin already has a law on unemployment reserve plans and commissions 
appointed in several other States have urged legislation. 

he Wisconsin law, passed in 1932, requires all employers of fore than 10 
persons to set up reserves from which unemployment benefits of $10 a week 
can be paid for 10 weeks in 1 yéar. pimp oyee earning $1,500 a year or less 
are covered, except farm laborers and domestic servants. 

An employer may set up his own fund, may join with other companies, or 
may contribute to the State fund. Separate records will be kept of each company’s 
account in the State fund. The contribution (all by the employer) is 2 percent 
of the pay roll until the reserve amounts to $55 for each employee covered and 
one percent until the reserve amounts to $75 per employee. The act was to have 
gone into effect July t, 1933, unless by that time employers with 175,000 employ- 
ees had voluntarily established equally liberal plans, but the effective date has 
since been extended to July 1, 1934. Because each employer's fund is kept sepa- 
rate, the plan serves as an incentive to him to stabilize his force. 

On the whole, this is a good plan, although some of its provisions may be 
questioned. For instance, all factory workers of more than 2 weeks’ service and 
all salaried workers of more than one month’s service are covered. It secms un- 
reasonable to expect an employer to pay unemployment benefits to an employee 
of such short service. 

The provision that, while benefits are not to be paid to a worker who refuses 
nearby suitable employment, he need not accept work ‘‘if the wages, hours, or 
conditions are not those prevailing in similar work in the locality or are such 
as tend to depress wages or working conditions”, also provides a loophole for 
many irregularities in administration. 

The law sets up a complicated administrative system, with all the costs and 
disadvantages that go with it; but this is inevitable under any State scheme, 
The Wisconsin plan seems to meet with more general approval than any other 
so far proposed, and it has been the basis of most of the plans recommended by 
State commissions. 

_ The plan recently recommended by the Ohio Commission, however, is entirely 
different. It provides that all employers of three or more persons set aside 2 
persons of their pay roll and that sunpioyecs contribute 1 percent, all to be pooled 

n one State fund. Benefits would be payable 1 year after contributions begin. 
The weekly benefits would be 50 percent of normal wages with a $15 maximum. 
There would be a waiting period of 3 weeks. The maximum number of benefits 
in 1 year would be 16, or the equivalent of 16 full weekly benefits to a person 
partially unemployed. The provision for part-time benefits allows those partially 
unemployed always to receive more than those wholly unemployed. All em- 
ployees, regardiess of tength of service with an individual employer, are covered 
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except those receiving more than $2,000, farm laborers, domestic servants, Gov- 
erament employees, and casual workers. 

All employers must contribute at the same rate until 1937, when the experience 
of each employer will be checked to see if his rate should be higher or. lower. 
After that time, the rates may be varied from 1 percent to 3} percent. No 
record is nope of an individual employer's fund and no maximum {s set for the 
amount in the reserve. Neither is any record kept of the employee's individual 
contributions. 

ON AN ACTUARIAL BASIS 


It is claimed that Ohio has sufficient records of unemployment so that the plan 
can be put on a suund actuarial basis; that, under the compulsory reserve system, 
suffictent reserves would not be set aside by individual employers to pay adequate 
benefits, whereas by ling all the contributions in one fund more adequate 
benefits could be paid; that the Broposed act differs from governmental unem- 

loyment insurance in Great Britain, Germany, ard other countries, mainly 
because the State does not contribute or assume any of the administrative ex- 


penses. 

It is true that such a plan would build up larger reserves than if the same rates 
were applied under an individual reserve system. There are, however, a number 
of disadvantages. 

There is littlo real difference between the Ohio pro 1 and the governmental 
plans which have resulted to disastrously abroad. The experience with unem- 
ployment insurance here is likely to be the same. The predictions would probably 
prove inaccurate; the funds accumulated inadequate, and the State would then 

called on to make appropriations. Thus the plan would be converted into a 
relief system. The German plan originally provided for no contributions by the 
State; yet, when the fund built up by the employers and employees became 
insufficlen , the Government voted large subsidies. Latest reports indicate that 
only a small percent of the unemployed workers in Germany are actually receiving 
insurance benefits; the great bulk are receiving public relief. 


NO INCENTIVE TO STABILIZE 


Both Great Britain and Germany originally provided that employers with 
ood employment records should pay reduced premiums as an incentive to reduce 
uctuations in employment. These provisions were discarded when the funds 

were depleted. It is a grave question whether this would not also happen under 
the proposed Ohio bill. The employer thus would have no incentivo to stabilize 
and, in the final analysis, the stable concerns would be subsidizing those which 
would not or could not stabilize. 

The strong companies would also be supporting the weak as has been the 
case in England. The employer would be encouraged to lay off workers when 
necessary to curtail production, and not try to spread work through part time. 
Even should the rates be reduced to 1 percent there would be an incentive to 
reduce the number of workers and size of pay roll, as the contribution would be 
based on the pay roll. 

The provision for pooling all the empioyees’ contributions would probably 
prove unpopular with the better type of workers. The high-grade, stable worker 
who is seldom unemployed would draw few benefits. The least efficient worker, 
the casual worker, and the worker who {s employed only for a few months during 
prosperous times would receive tho benefits. 

Another objection {s that bencfits are pele to workere discharged or volun- 
tarily leaving and that there is no length of service qualification. The Ohio 

ro 1 is, in effect, a relief system. This being the case, would it not be better 
o devise a relief system as such and not call it insurance? 

I believe it is. 1 beliove, too, that, if legislation is coming, it is better for 
smployers and organizations of canons to cooperate in framing such legis- 
lation rather than leave the job to those who have little, if any, practical experi- 
ence {In industry. For this reason, I am suggesting a plan for legislation upon 
which employers might agree. 


FEDERAL GOVERNMENT COULD AID 


It is generally considered impractical and undesirable to have Federal legisla- 
tion setting up unemployment reserve plans. The Fedcral Government could 
exempt from taxation funds set aside for unemployment reserves and, in additfon, 
let the employer take as a credit on his income tax a certain percentage of his 
contributions to the fund. 
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No State legislation for-unemployment reserves should attempt to mect the 
present emergency, because reserves must be built up during a period of years 
before any payments can be made. Obviously employers are in no position at 

resent to accumulate reserves. Any legislation which is enacted should provide 

or no contributions until we are well on the way out of this depression. I¢ should 
be stipulated that contributions would be made for at least 2 vears before benefits 
beeame payable. 

The bill should follow in general the lines of the Wisconsin act. It would re- 
quire employers of more than 10 persons to build up a reset ze fund with contri- 
butions of 2 percent of the pay roll until the reserves amount to $75 Pee eligible 
employee. Employees of more than 6 months’ service would be eligible, thus 
eonfinin te benefits to the regular employces for whom the employer would feel 
responsible. 

“mployees receiving more than $2,000 a year, farm laborers, and domestic 
servants would be exempt. A henefit of 50 percent of normal pay with a maxi- 
mun of $15 could be pela to workers laid off because of slack work after a waiting 

erlod of 4 weeks. he 4 weeks’ waiting period would prevent the fund from 
seing depleted by short periods of uncmployment. The number of benefits 
would depend upon the employee's length of service, with a maximum of 13 weekly 
payments during 12 consceutive monthis. 

Payments would not be made to workers who refuse to accept suitable employ- 
ment. Benefits would be paid to part-time workers to make up the difference, 
if any, between their actual earnings and 50 percent of normal carnings. 

If the plan was a contributory one, a separate fund properly trusteed would be 
ereated in which a record would be kept of cach individual worker's contribution. 

Bencfits would be paid from the employees’ fund after payments from the 
employer's fund had ceased. Any b«ance in the employee's account would be 
paid him upon leaving the employ of the company or upon retirement, or to his 
pencficiary on his death, 

An individual employer or a group of employers should be permitted to set up 
and administer their own plan provided the benefits are at least equal to those of 
the State plan and the funds are properly trusteed. 

Other employers would contribute to the State fund but an account would be 
kept with each emptoyer. Under the self-administered plans and in all cases if 
possible, benefits would be paid direct to the employee by the employer rather 
than by the State. 

LEABILITY TO BE LIMITED 


The employer's liability would be limited by the amount in his reserve fund, 
When the fund was exhausted, benefits would cease until additional contributions 
had been made. The legislation shoutd include safeguards to prevent the plan's 
heing converted into a relief system. 

Such a plan would not help immediately, but during the next few years it would 
benefit the employer, the employce, and society as a whole. In actual practice, 
it would tend to reduce unemployment. Since the employer would save to tho 
extent to which he stabilized, he would undoubtedly try to plan production so 
that he would not have to lay off Workers. 

In seasonal fluctuations he would probably reduce working hours rather than 
lay off workers, because, if hs could keep the force oceupied 50 percent of the 
time, no benefits would be paid. This would also take care of curtailment fn 
produetion necessitated by minor depression. 

For employces laid off in normal times because of technological changes or 
changes in product, tho plan sheuld serve as a dismissal wage. 

During normal times or in minor depressions the plan would help to reduce 
uncinployment, and the greater part of the fund would probably be conserved 
to provide unemployment benefits during periods uf severe depression. 

The funds would he invested in short-term Government or municipal bonds 
which could be readily marketed. The demand for short-term Government 
securities recently indicates that the sale of these securities by trustees would 
have little effeet on the bond market. 

Economies in production costs, brought about by reduced fluctuations in em- 
ployment, lower turnover, and better morale of the force, would go a long way to 
offset. the employer’s appropriations to the fund. ‘This has been the actual 
experience of some companies with unemployment benefit plans. 
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EMPLOYEE WOULD BENEFIT 


The employee would naturally benefit because he would feel more secure in his 
position and because during normal times he would not suffer so much unem- 
ployment asinthe past. Should he be laid off during a period of deep depression, 

e would receive benefits for a number of weeks which, with his own savings, 
would help tide him over. 

Society as a whole would benefit by the reduced burden of providing for those 
affected by seasonal anemplcyueat and minor depressional unemployment and 
the reduced load on the public relief organizations in times of deep depression. 

The workers would not be dependent upon public relief so early and there 
would probably be fewer ultimately dependent upon it. At the same time the 
benefita paid to the unemployed would help to matntain purchasing power and 
serve as a cushion to keep the depression from going as low as it otherwise would. 

The adoption of reserve plans means that ene accept a certain responsi- 
bility for their regular and stable employees. ciety as a whole should provide 
for the relief of the casual workers, those who shift from one employer to another, 
and those who are unemployable because they lack mental or physical qualifica- 
tions. During an extended depression it would be necessary for society to take 
care of the additional load of the stable employees laid off, but this load would 
not be nearly so great as at present. 


EMERGENCY RELIEF, TOO 


It is impossible to predict what such a load would be during a severe depres- 
sion and to build up sufficient reserves to place it on a sound insurance basis. 
For this reason it would be bad policy to attempt under any plan of unemploy- 
ment reserves or unemployment insurance to provide for this contingency. 
Would it not be better to have a sound system of relief to handle this emergency 


oa 
This relief system should be entirely separate from the unemployment reserve 
plan and should be based upon the experience of municipalities and States in the 
present emergency especially in regard to work relief. 
With the proper system of sineinploy ment reserves and a better system of 
relief to be administered by governmental authorities, the country should be in 
a& much better position to meet future unemployment problems. 


STATEMENT OF HENRY E. JACKSON, PRESIDENT SOCIAL ENGI- 
NEERING INSTITUTE, NEW YORK CITY 


Mr. Jackson. Mr. Chairman, inasmuch as I ex ect to make some 
suggestions as to fundamental changes in this bill, and also one 
suggestion answering your last question to Mr. Folsom, I would like 
to make it first of all quite clear that I am heartily in favor of the 
purpose of this bill. ; _¢ 

Mr. Lewis. Mr. Jackson, might I interrupt. Will you reap give 
ane committee your background relative to industry or to this subject 
matter 

Mr. Jackson. I am a social engineer. I am dealing now and 
working with large industries, trying to persuade them to install 
plans, protection plans against these major hazards of industry. 

revious to that I worked with Franklin K. Lane in the Interior 
Department promoting community organization work and_ land- 
settlement work in Washington under the Wilson administration. 

So, I would like to make it quite clear that I am a little embar- 
rassed even to appear to be critical, but I want only to be helpful. 
Therefore, I want to say I am heartily in favor of the purposes of 
this bill and its objectives. I believe it will be financially advanta- 
geous to everyone concerned, and to the employer because it will in- 
crease the buying power, and to the employee because it will relieve 
him of suffering and humiliation, and to the taxpayer because I 
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think no raat has any right to scrap its unused human machinery 
on the public during unemployed periods so that the community 
either through charitable gilts or by appropust one from the Public 
Treasury is called upon to take care of such people. Therefore, it 
seems to me it is justice to everyone concerned, and I believe that all 
envepuned employers will agree and admit that such a provision 
is good. 


owever, this present bill, Mr. Chairman, seems to me to be un- ~~ 


necessarily complicated and I think it is quite inefficient. Now, 
what I mean to say is that I think we can amend it in certain fun- 
damental particulars which wil] greatly improve and assure its pur- 
pose. That is to say, in its present form I feel that it would help to 
defeat itself. Let me make an incidental remark first in order to 
clarify the matter. I notice everyone in speaking of this bill calls 
it unemployment insurance. That is a misnomer, an inaccurate 
statement, because this hazard is not an insurable hazard; it does 
not belong to that class. Many of the other major hazards of indus- 
try, death, disability, and old age can be actuarially calculated as to 
the cost of them. You can apply the insurance principle of measur- 
ing the risk to those hazards, but the employment hazard is not an 
insurable risk, and the word “insurance” applied to it is likely to 
be quite misleading, because we cannot apply the insurance principle 
to that hazard which involves certain factors that are not ascertain- 
able and cannot be calculated beforehand, and, therefore, the proper 
term is to set up an unemployment reserve fund. What cannot be 
accomplished by the insurance principle can easily be accomplished 
by the banking principle; that is by stating a limited liability for a 
definite period. I would like to suggest that this bill dealing with 
the relief of unemployment hazard ought to include all the factors 
that bear on that problem. It has been mentioned twice here by 
members of the committee, reference has been made to annuities and 
pension plans, for example. It is very little realized us yet that the 
scientific retirement system in industry for worn-out workers has a 
very direct and immediate bearing on the decrease of the amount of 
unemployment. A short time ago I made a calculation from some 
advance figures from the Census Bureau here to indicate how many 
men probably there were in American industries of 65 years of age and 
over, and my investigation led me to conclude that there were well 
over a million. If, therefore, American industry today had in opera- 
tion a retirement system to retire worn-out workers of 65 years of 
age and over they would automatically eliminate one million men 
from our problem. That is to say, they would be replaced in their 
service. ‘Nhey would not be added to the list of unemployed; they 
would be added to the list of annuitants. . 

Mr. Lewis. Mr. Jackson, can you file with your statement statis- 
tics on how that million computation was made? 

Mr. Jackson. I should be very glad to, sir. That leads me to 
suggest that that would be a very wise place in which to begin with 
the climination of the problem of unemployment because all employ- 
ers readily recognize that they ought to have retirement systems, and 
there are now at least four hundred plans in operation in industries 
now. Therefore, that would be very agreeable to them. Moreover 
there are other reasons why they should put such plans in. I am 
sure it would be for financial and for other reasons, but I think what 
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needs to be made clear is this, and I have not seen it recognized any- 
where, so fur as I know, that a scientific retirement system would not 
only decrease our unomployment problem immediately, but it would 
constantly keep on decreasing it automatically, 

Therefore, 1 would suggest that the bill might very properly cover 
all of the hazards, because thoy are in a real sense connected with 
unemployment. A man who is disabled for example is unemployed. 
A man dies and the breadwinner is removed from the family so that 
that family is a burden because of the loss of the breadwinner. Death, 
disabilitv, dependence in old age, and involuntary unomployment 
very well could be covered in this bill. 

here aro other reasons, too. In determining the cost or the 
amount of reserves to be required to be sot up by employers on the 
unemployment hazard it seems to me it would lead us to a wiser 
conclusion if we reckon that in connection with the oxpenses which 
the employer now has to meot with referonce to these other protec 
tion programs and 1 think that should be noted rather carefully. 

The noxt thing that I suggest is that I believe, and I feel that it 
would be a mistake for this bill to stimulate the States to pass legis- 
lation. It would lead to endless confusion and discussion and debate 
and contentions and great variety in the requirements of these various 
State laws. However much wo might determine the basic require- 
ments there will always be a great variation in the requirements by 
the different States, and one industry, for example, that has plants 
in 6 different States, would have to deal with the requirements of 
6 separate State laws, and keep 6 separate sets of books which would 
be a ncedless burden to them, but there is a much more profound reason 
than that: We have not become an industrial unit; the Nation has 
become an industrial unit. Our whole political theory originally was 
based upon the existence of these separate State sovereigntics before 
we were a Nation, and that is the controlling method of our Icgisla- 
tion, I admit, but it is really out of harmony with the industrial 
economics for us today. If we are going to seek a bill to control 
industry, an area in our life, it seems to me it ought to be harmonious 
with the area which it controls, which is industry, and 1 would ear- 
nestly urge the committeo to remember, as Mr. folsom also suggested, 
that this bill require industries in America to adopt such plans either 
on this hazard or on all hazards and if it impose such tax, the tax be 
automatically abrogated if the industry adopts a plan. It scems to 
mo that is a simple and direct method of legislation and would bo 
much more effective and efficient, and it would also avoid considerable 
delay. Suppose this tax is imposed this way and tho State legislatures 
do not pass or delay passing their legislation, one industry may for a 
reriod of time have to comply with the terms of this bill and another 
industry may not, and I think, therefore, it might work an injustice. 

Tho next thing I want to suggest is as to the amount of tho tax. 
A tax in amount equal to 5 percent of the pay roll of the industry I 
believe is a very burdensome tax to impose on industry at the present 
time, when industrics everywhero are in a crippled condition. Not 
only so, it would be a burdensome tax at any timo, and I believe it is 
not necessary. It ig too high. It will never bo required under tho 
terms of this bill. Imean to say, to produce the proposed benefits. 
For example to show what this would amount to, and what 5 percent 
would furnish, let us take normal conditions, and, of course, there 
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would be variations from thoso conditions but, say that is in 5 or 6 
prosporous years and we will pilo up those reserves to furnish a certain 
amount of wages during a depression period of 1 year. Suppose we 
take 5 years to build up a reserve of 5 percent of the pay rolls put into 
such a reserve during the 5 years, it would furnish in 5 yoars 25 percent 
or one fourth of the wages of those employees for 1 full year. Now 

as a matter of fact, not all of the employees of any industry would 
probably be laid off or unemployed for any 1 year. Therefore, that 
is too high. It is too much. It is not necessary. If you make it 
cooperative, that is to say, the employer contributing his part and the 
employee contributing his part, you would get that 5 percent, cutting 
it in half, making it 2% percent being contributed by the employer, 
and 2% percent being contributed by the employee, and if you take 
account of the interest, of the undistributed balanco while the reserve 
was being accumulated it would only require 4 percent. Therefore, 
if the employers contribute 2 percent and the employees contribute 2 
percent it would furnish one fourth of the men’s wages for a 1-year 
period. Therefore, using this illustration, I make this suggestion: 
There is no way of knowing beforehand what the cost of this will be. 
Therefore it seems to me a fallacious method to put into a bill, either 
in the Stato legislatures or in the Federal bill, to state what the em- 
ployer ought to deposit in his reserve fund. 

1 think that is out of place. More than that, I think it is also a 
fallacious principle to state in terms of dollars the benefit to he dis- 
tributed. It seems to me here is the principle and the effective 
principle is for any bill to state in terms of percentage of pay roll the 
amount of benefit to be distributed and the longth of time it is to be 
distributed, requiring the employer to set up whatever reserve fund 
may be necessary to furnish the stipulated bonefits, and that is all. 
What the cost of this will be nobody can foresee. If ho regularizes 
his employment his cost may, in fact, be nothing. Procter & Gamble 
have so regularized their employment that they would not draw on 
that fund at all. You may require them in connection with other 
industries to set up certain reserve for the unemployment reserve, to 
set up 2 percent, but that would be a saving for the company, because 
they would not need to disturb any of that. Therefore, I think the 
employer who regularizes his employment plans as a protection ought 
to he rewarded for that achievement by not having to pay out of bis 
reserves. Therefore, the net cost may be anything from nothing on 
up to 3 or 4 percent. Now, there are 33 industries in America who 
have started such a plan. 1 do not have that list with me just now, 
but 33 have done it, including the ono reported by Mr. Folsom. I 
have a detailed record of the exact expenses over a period of 8 or 10 
years from each one of those companies, or most of them, what the 
actual net cost was, and the cost does not range much over, I would 
say, in the average about 1 percent, 1.3 percent in one case and 0.9 
of 1 percent in another case, and that is their actual experience, be- 
cause that they did not have to disturb any of it. To a large degreo, 
it seems to me it ought to be left to each individual industry to draft 
and formulate its own plan and administer its own plan, {ust so lon 
as it conforms to certain specified minimum standards set by this bill. 

Mr. Lewis. Granting that all of the superior employers, stabilizin 
and regularizing their business, are exempted, then you leave a lot o 
insolvent or half insolvent employers who have not anything to con- 
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tribute. In other words, the ability to set up a fund to protect this 
unemployment plan is reduced as you let out the successful stabilizers 
from your plan of contribution. 

Mr. Jackson, I did not understand that your thought was that the 
contributions might be the same companies. ; 

Mr. Lewis. Discuss the subject freely and not merely with regard 
to the terms of the bill, but freely. 

Mr. JacKe6on. It seems to me every industry ought to stand on its 


__ own feet. _ 


Mr. Lewis. You mean every company? 
Mr, Jackson. No; you need not have every company; for example, 
the electrical industries, and Mr. Swope has made the suggestion 
that they compile their own fund as so many electrical industries. 
Mr. Lewis. Each trade? ; : 
_. Mr. Jacxson. Yes; trade. That could be done. You do in a 
degree apply your insurance principle to that extent of applying that 
risk, and help bearing each other’s burdens. I think such freedom 
ought to be left in this bill to the trades. 
r, Lewis. To the tradés? . 

Mr. Jackson. Yes; to the trades. I think that is a very good 

suggestion. . ; 
come to my own little objection, and I want to make an answer 

according to the last question you asked Mr. Folsom. By whatever 
method we set up in unemployment reserve fund, either voluntarily, 
or a le State legislation or directly by the Government it is in- 
tended, I assume, and I think it could be only intended to take care 
of what we might call seasonal unemployment, that is to say, unem- 
ployment due to the natural fluctuations of the business. I have 
made a little calculation of what that would mean. I think it is only 
fair to put on industry the responsibility for caring for that amount of 
unemployment which is a consequence of its own Speanon but if 
you attempt to put on industry the responsibility of caring for that 
volume of unemployment which is not due to their operations, but due 
to the breakdown of our whole banking and industrial system, it 
seems to me that the plan essentially will be a bankrupt plan, it is 
impossible. For example, what we call a normal amount of seasonal 
unemployment would cover, I calculate, about two and a quarter 
millions of unemployed. That is, that is the average for 10 years 
between 1920 and 1929, inclusive. saveratys the exact figure is 
2,348,800. You will please note that that will probably not be less, 
because that is the amount of seasonal rather than normal unemploy- 
ment, and during a very prosperous period, and we always will havo 
a degree of unemployment, and we always ought to have. For ex- 
ample, if an employer has a reserve fund set up so that he can afford 
without doizg his employees an injury, to shut his plant down for 
3 months in order not to flood the market he is rendering the public a 
service. There always ought to be a certain amount of seasonal 
unemployment. Such a bill can take care of that amount of unem- 
ployment, but when it comes to 4 million, 6 million, 10 million, or 
12 million, it seems to me quite obvious. that no plan that could be 
devised could provide the necessary funds to take care of those unem- 
ployed men, and even these benefits provided in this bill are very 
meager, $7 a week for 10 weeks, $70. 
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Suppoee we have an unemployed period for 1 year or for 2 or 3 
years, but let us take 1 year, what is $70 in the way of increasing our 
mass purchasing power? Itis wholly inadequate. Isay itishumanly 
impossible to expect any plan to take care of this excess unemploy- 
ment in periods like the present. 

Therefore, it seems to me it would be a mistake to pass this bill at 
this particular time unless we amend it by a provision which offers 
a way of absorbing the exesss amount of unemployment. Before I 
forget it, let me state that I think this is a very opportune time to 
start this novement in industry. Suppose that we pass this bill and 
require all industry to adopt such protective programs, but do not 
require them to set up their reserves, say, beginning July 1, 1935 
but fix a date for the ecopees of these plans so that industries wi 
know that it is expected of the members in industry, but give them 3 
years after that date to accumulate their reserve because of the pres- 
ent economic situation. I think it is an opportune time to start it, 
but avoid putting a financial burden on industry at the present time 
that will probably kill off our whole movement. Now, in addition 
and at the same time our immediate urgency is to devise a method 
by which we can obsorb this excess unem loyment, and if we started 
& movement now, immediately, to absorb the excess amount of un- 
employment then the whole protection program on all four hazards 
would be eniotpter with some degree of enthusiasm by industries 
it fal br at is that method of absorbing the excess unem- 
ploymen , 

Mr. Lewis. We will have to leave at 12 o’clock. Can you finish in 
5 minutes? . . 

Mr. Jaoxson. I can finish in 2 minutes. It took me 20 years to 
learn what I am now about to say in 2 minutes. I have concluded 
that it is obviously the practical and feasible method for absorbing 
all of our excess unemployment, and that is the farm village, the farm 
village. Henry Ford has made s demonstration of this, and we have 
had demonstrations of it for years, not only in America, but in Europe, 
and especially in Denmark. It is merely the setting up of farm com- 
munities added to our industrial centers. Henry Ford has established 
a village where each man has! or 2 or 3 acres of land and his cow and 
his pigs and chickens; where he can raise vegetables and things on 
his own little homestead. Hoe has put one of his plants there to fabri- 
cate certain articles used in connection with the automobile. Gentle- 
men, at no time during the last 4 years of depression have any of the 
residents of that village, not one of the citizens of that farm village 
was on any dole, or received any outside whatever. The National 
Recovery Act has appropeat $25,000,000 for subsistence home- 
steads. This is for experimentation only. My suggestion is, and I 
think the thing that would assist our recovery program more than 
anything else that has happened or could happen, would be for this 
committee to include all four hazards of industry in this protection 
program in this present bill, and supplement it with the provision 
that all of the money that is being spent by the Government now tor 
the C.W.A., the P.W.A. and subsistence homesteads should be inte- 
grated and amalgamated into one organization, and that we atop 
giving any more money away and increasing the tax bill of the Ameri- 
can public and devote it exclusively to the building of farm villages 
in connection with our industrial plants near cities easy of access to 
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them. It is a self-supporting operation. It- is a warthy and practi- 
cal ontorprise. 

Tho Governmont would spond no money for it. Tt would cost tho 
Amorican Qovornmont not ono cont. It would ho a solf-liquidating 
enterprise from the very hoginning, and, Mr. Chairman, it doca seom 
to me as ono of those who aco the solution of tho absorption of all 
excess unemployed in Amoricn now that the fact that wo have lot the 
labor of theaa unomployed mon go to waste for the last 3 or 4 years is 
nothing short of a crimo, and my carnest suggestion is that this com- 
mittes consider very scriously amending its present bill with a pro- 
vision providing a way by which these inemployed could he immed- 
intoly sot to work on a large seate all over the United States with tho 
onl, and stopping nothing short. of this gonl, the abolition of unoem- 
ployment asa problem. Wo will alwaya have unamployment, but it 
will not bo x problem if wo have this reserve fund set up by industries 
and if wo haven way by which those people could go to work and help 
to build thoir own homesteads on a solf-liquidating bnsis, the idoa 
boing that these employees, if thay got oven part wages for 6 months 
of omploynont in this factory, together with their own little planta- 
tion would not be a burden on the public, and no charitable fusds 
would ho required and no public appropriations would bo required, 
thay could bo self-supporting, and it would bon great relief, Mr. Chair- 
man, to American industry not. to linve to reabsorb the present num- 
hor of unomployed in industry. 1 do not believe it ean be dono 
Biyeenlly, but it would be of great. benafit not to do it, beeauso if wo 
did, it would tempt us to drive our industrial machine to the fullest 
oxtont and produce goods for which wo would hive to seck foreign 
markets which would bo a very troublesome and dangerous thing to 
do. If wo wore in a position to utilize our unemployed so that in- 
duatry could regulate ite production according to the need T think wo 
would bo on tho right track. re 

Mr. Lewis. Thank you. We will not be ablo to mect this after- 
noon hecauso of appointmonts in the House. Wo will moot tomorrow 
moming at 10 o’clock. I believe there are other witnesses yot to ho 

card, 

(Whereupon, at 12 noon, the committes adjourned until tomorrow, 
Friday, Mar. 23, 1034, at 10 a.m.) 
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Hovsk oF Revrksenvatives, 
Suscommittrer oe rie Comaivren on Ways ann MeaANs, 
Washington, 1.0, 

The subcommittee met at tui., Hon. David d. Lewis (chairman) 
presiding. 

Mr. Lewas. Che cominitteo will please come to order, Will you 
proveed, Mer. Andrews, and deseribe your relation (o this subject 
matter, and what you are doing, Mr. Andrews is (oatifying a little 
ont of place, and we trust it will not prove a serious inconvenience to 
RnVvone, 


STATEMENT OF JOHN B. ANDREWS, REPRESENTING AMERICAN 
ASSOCIATION FOR LABOR LEGISLATION, NEW YORK, N.Y. 


Mr. Axprews, My anime is John B. Androws, secretary of Ameri. 
can Association for Labor Legislation, with headquarters in Now York 
Cily, at 130 Bast Twonty-third Street. For moro than 24 yearn | 
have worked for constructive social legislation, for aceident-compensn- 
tion lnwa, for oftt-age-pension laws, and more recently for unemploy- 
ment insurance. f have, in fuel, been steadily at this work, Mr. 
Chairman, since the time whon you succeeded in getting the pioneer 
workmen's compensation iw enmeted in Maryland just n quarter of a 
contury ago. Tam appearing at these hearings nt the request of your 
conmittea, 

twas asked particularly to discuss today the status of the pending 
lopistation in the Stites, and to give my opinion as to the effect of the 
prssent hill upon the forfines of the mensures introduced in tho various 
States. our years ago 1 gota commilles together to draft a bill for 
unomployinent compensation logistation by the States, Wo dis- 
tributed our plan in thousands of copies and public interest in anon. 
Ployment during this depression led to the introduetion of the bill in 
many Sintos, 

Last your, in fret, 68 compulsory unomployment componsation bills 
wore introduced in 26 Stato logishi tures and bills wore passed Uhrough 
one house in seven of Chom. For the convonionce of your conmiltes 
1 will simply tile a brief anulysis of these G8 State bills asa part of tho 
record. 

Mr. Lawis. Very good. 

Mr. Anonewa. In most respects the bills aro very similar and the 
measure intraduced by Senator Wagnor for the District of Columbia is 
tho form that hus been most widely discussed during tho past 4 yours, 
_ Me. Coorer. Ax to hese 68 bills which you spoak of, aro thoy all 
idontically tho same? ‘i 
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Mr. Anprews. They are not the same, but there is a certain 
standardization of provision which has already been reached, so that 
one may say that probably 90 percent of the bill is in effect identical 
in the different bills introduced, but there are varying provisions from 

State to State. | ; 

Mr. Coorer. My reason for asking that question is that it appears 
to me that it would be bettor not to burden the record with a great 
many copies of bills introduced in legislatures if the bills aro tho 
same. We have difficulty in getting the members to read tho record, 
and when you get it so voluminous, you are really acting against the 
interest you are trying to serve. ‘ 

Mr. Anprews. I think, perhaps, that I did not make it quite clear 
that this is a very brief analysis merely of the bills, but not copics of 
the bills themselves. Itis for the convenience of your committee that 
it is put in the most concise form of only a few pages so as to show you 
what the activity has been and what the public intorest has been at 
the various State capitals. 

I have been going to these State capitals for the past 25 years in 
support of carefully prepared measures for the legal protection of 
labor and from the general welfare viewpoint. The opposition has 
come from employers who have said, ‘Your purpose is good. Your 

lan is sound, and if it could be applied with a uniform cost upon all 

tates we would be enthusiastically for it.” ae 

Now, it is my privilege, Mr. Chairman, to support enthusiasticall 

our bill which offers the uniformity which employers have desired. 

our bill offers complete assurance that enlightened employers will 
not be undercut in competition with less scrupulous competitors in 
other States. This is a national challenge to those industrial managers 
who have year after year obstructed social justice legislation on the 
plea that it would drive industry from their State. This is their 
great opportunity to do the right thing without fear of ‘interstate 
competition.” This Wagner-Lewis bill is the most resourceful 
proposal ever offered for the protection of employers against “‘inter- 
state competition” and at the same time for the protection of labor 
by encouragement of prompt adoption of the needed State legislation. 
The bill has been whole-heartedly supported here by the Secretary 
of Labor and by the Federal Relief Administrator. Moreover, in 
the Cosmopolitan Magazine for April, Mr. Louis McHenry Howe, 
the secretary to the President writes: 

There seems little question that some form of unemployment insurance will 
be devised, or at least started, by this Congress, and that it will be in operation 
within the next 2 years. 

Tho administration, however, will defeat its own purpose and retard 
rather than accelerate State action unless Congress passes this 
Wagner-Lewis bill at this session. State legislators are now awaiting 
the adoption of the Federal measure in order that they may fit their 
local bills into the national plan as enacted. Most of the State 
legislatures meet next January and not again until 1937. The ful- 
fillment of the Administration’s platform pledge of ‘unemployment 
insurance under State laws”, therefore, requires that there be action 
by Congress now. It is possible to adopt within the next 15 months 
in a majority of the States the needed constructive program of 
insurance against unemployment, but it will be delayed in calamitous 
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fashion unless the administration through Congress acts promptly at 
Washington. ; 

, With respect to most of the essentials of unemployment compensa- 
tion legislation adapted to American conditions there is now remark- 
ablo agreement throughout the country. The two chief points of 
difference found in American proposals are exemplified by the Wis- 
consin unemployment open on act of 1932 and the unemploy- 
ment insurance bill draf 
ment Insurance. 

Under the Wisconsin act, the only law yet adopted in America, con- 
tributions are required of employers only; and in the State unemploy- 
ment reserve fund so created, each employer will be liable for benefits 
only to his own employees. Employees may contribute if they wish 
to increase their benefits; and voluntary pooling of reserve accounts 
by groups of employers is also permitted. The Ohio bill, on the 
other hand, provides for compulsory contributions by the workers as 
well as by employers. In addition this plan would throw all con- 
tributions into a single pool. 

The Wisconsin act is distinctly an American plan which, like work- 
men’s accident compensation laws, has the double purpose of pro- 
moting preventive effort as well as compensating involuntary unem- 
ployment, The Ohio plan follows more clcsely the European schemes 
of unemployment insurance. Objection has been raised to this plan 
on the ground that it places a premium on careless management; since 
an employer who by special effort organizes his business so as to 
provice steady employment will pay 62 mee sty contnibauone into the 

und, while his competitor who does not so stabilize and provides only 
26 weeks of employment will pay only 26 premiums. Thus the better 
employer will be penalized for his better management by being forced 
to help pay the cost of benefits to the employees of his less efficient 
competitor. 

Senator Robert F. Wagner on June 12, 1933, introduced in Con 
a bill, S. 1943, for the District of Columbia which takes a middle 
ground position between the Wisconsin and the Ohio plans with 
respect to the pooling of reserves. The text of this bill is appended. 
With a few modifications, this bill is the standard bill for uniform 
State legislation prepared after four years of special study and repre- 
sentative conferences by the American Association for Labor Legis- 
lation. This draft is commonly known as the “American Plan,” and 
has becn widely endorsed as a practical program for immediate 
adoption. It is the plan most strongly supported in the New York 
Legislature and also in numerous other States, including Connecticut, 
New Jersey, Pennsylvania, Indiana, and Wisconsin. | ae 

A 3-percent tax on employers! pay rolls is proposed in the District 
of Columbia bill. This is not as sovere a burden as is sometimes 
thought. A typical small employer, with 40 employees receiving an 
average weekly wage of $25, would at the end of the week pay out 
$1,000 to his workers; and at the same time his contribution to the 
unemployment reserve would be only $30. Through the increased 
efficiency resulting from better feeling among the employees and more 
efficient inethods suggested as a result of the new system of resorvés, 
it will not be so difficult for a manager to absorb this modest contri- 
bution to the fund. ; ; 

The District of Columbia bill recognizes that proper safeguarding 
of benefits in certain unstable industries, such as the building indus- 
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try, calls for a limited pooling of reserves. In addition, therefore, to 
voluntary pooling by groups of employers, such pooling is required 
when the administrative authority, after investigation and public 
pearing: finds that it is desirable in order to carry out the purposes 
of the act. 

The New York bill introduced this year by Senator Mastick and 
Assemblyman Steingut, while following this plan of limited compul- 
sory pooling by selected groups of employers, goes one step further. 
It provides as an added protection to the workers that one tenth of 
all employer contributions shall be set aside in a general fund to be 
used in paying supplemental benefits if prolonged unemployment 
should deplete the individual account of an especially hard-pressed 
employer. This new feature, while providing a wider distribution of 
the risk and additional security to the workers, does not invalidate 
the primary principle of the reserve plan, which puts the immediate 
load of responsibility directly upon the individual employer or in- 
dustry and gives to efficient management opportunity to reduce its 
insurance costs by supplying steady employment to its own workers. 

Mr, Lewis. Thank you, Mr. Andrews. 

(The memorandum on State bills on unemployment insurance 
referred to by Mr. Andrews is as follows:) 


MEMORANDUM ON STATE BiILis, PREPARED BY AMERICAN ASSOCIATION FOR 
LABOR LEGISLATION 


UNEMPLOYMENT INSURANCE BILLS INTRODUCED IN 1633 


Compulsory unemployment reserves and insurance bills were introduced this 
year in 25 State legislatures—including all of the important industrial States— 
and in Congress. In seven States—California, Connecticut, Maryland, Minne- 
sota, New York, Ohio, and Utah—such bills were passed through one house. 
In Maine, New Hampshire, North Carolina, and Oregon, investigating commis- 
sions were created. 

In 16 States and in Congress legislation was proposed for the establishment of 
unemployment reserves, following in general ‘An American Plun”’ first suggested 
in 1930 by the American Association for Labor Legislation. There were bills of 
the establishment pool type in 12 of these 16 States and bills for industry pools in 
six; moreover, bills of both types were introduced in Congress. The Ohio and 
Socialist plans proposing a single State pool were likewise introduced in a total of 
16 States. In several of the States bills of two or more of the above types were 
introduced, there being a total of 68 bills introduced, 8 of which were introduced 
by title only. Proponents of the establishment reserve plan consciously refrained 
from urging their bill in any State where there was strong representative support 
for the single State pool. 

Wisconsin, which in 1932 enacted the pioneer law in America, is still the only 
State having this compulsory legislation. The Wisconsin act is of the establish- 
ment reserve type. 

The following brief summary of the essential provisions of each of the com- 
peony unemployment insurance bills introduced shows: (1) The number of the 

ill, the name of its introducer and the date of introduction; (2) the maximum 
weekly benefit and maximum number of wecks of benefit payable in any year 
(3) the initial noncompensated waiting period; (4) the contributors and the basic 
percentage of pay roll or wages contributed; and (5) the type of reserves set up, 
whether individual establishment pools in the State fund, industry pools in the 
State fund, or a single State pool. Administration is uniformly provided under 
State commission or labor department supervision, utilizing the facilities of the 
public employment offices for the desirable work tests and necessary information 
concerning opportunities foremployment. In most bills, even the cost of admin- 
istration is a charge upon the reserves, instead of being assessed upon the taxpayers 
through legislative appropriation. 


as 
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COMPULSORY UNEMPLOYMENT INSURANCE BILLS, 1693 


California.—A. 878. By Hornblower and Cronin, January 24, Passed 
assembly May 12, Benefit: $12.50 weekly for 13 weeks. Waiting period: 2 
weeks. Contributors: Employer, 1.64 percent; employees, 0.66 percent. 
Establishment pools. 

A. 1216, By Sullivan, January 26. Benefit: $10 weekly for 10 weeke, but 
not over 50 percent of wages. Waiting period: 2 weeke. Contributors: Em- 
ployer 1.5 percent; employees, 0.7 percent. Establishment ols, 

. $233, By Meeker and Powers, January 28. Benen’ fe weekly for single 
person, $10 for husband and wife, $3 additional for cach dependent, for 26 weeks, 

aiting period: i days. Contributors: Employers, 2.6 percent; employees, 2.5 

a 


: by Fisher; and | A. 1905, by Powers, were introduced by title only. 
Colorado.—H. 381. By Vincent, ova 18. Benefit: $15 yoekly for 16 
weeks, but not over 50 percent of wages. aiting period: 3 weeks, ntribu- 
tors: Employers, 2 percent; employees, 1 percent. Single State pool. 

Brownlow and Vincent; & 18nd . 124, by Hill; and 8. 644, 


Connecticut. —H.P, 4-8-1. By Connecticut Hunger March, January 4. Bene- 
ge full wage until reemployed. No waiting period. Expenses met by 

taxes on h gh incomes and large property owners. 
H. 701. By Mre. Whitney, January 27. Benefit: $10 weekly for 13 weeks. 
Waiting period: 3 weeks. ntributors: Employer, 2 percent. Establishment 


8. 
ar 245. By Bergin, January 25. Benefit: $17.60 Seekty fcr 26 weeks, but not 
over two thirds of wees. Waiting period: 2 weeke. ntributors: Employ- 


ers, 3 percent; fot 1, percent. Industry poole, 
S. 305. By Stremlau, anuayy 26. Benefit: $15 weekly fur 40 weeks, but not 
over 50 percent of wages. aiting period: 7 weeks. Contributors: Employ- 


ere, i to 5 percent as fixed by commission. Single State poo}. Passed Senate 
une 7. . 

Illinois —H. 206. By Stack, January 25. Benefit: $15 weekly for 16 weeks, 
but not over 50 percent of wages. aiting period: 3 weeks. Contributors: 
Employers, 3 percent. Single State pool. 

‘ z By Fitzgerald, March 1. Benefit: $16.76 weekly for 20 weeks. 

od: 3 weeks. Contributors: Employers, 3 percent; employees, 
1.26 percent. Single State pool. 

H. 455. By Libonati, March 7. Benefit: $14 weekly for 12 weeks, but not 
over 50 percent of wages. Waiting pertod: 2 weeks. Contributors: Employer, 
3 percen ; employees, 1 percent. tablishment pools. 

- 878. By Insurance Committee, May 9. Benefit: $15 weekly for 16 weeks, 
but not over 50 percent of wages. Waiting period: 3 weeks. Contributora: 
Employers, 2 percent; employees, 1 percent. ngle State pool. 

eo e y e 


Indiana.—H. 175. By Galloway, January 23. Benefit: $12.50 weekly for 
13 weeks. Waiting period: 3 weeks, Contributors: Employer, 2 percent. 


Towa.—S. 421. By Reese, March 8. Benefit: 40 percent of wages for 40 
hte Waiting period: 8 weeks. Contributors: Employers, 4 percent. In- 

ustry pools. 

Méine.—H. 624. By Stern, January 31. Not printed; withdrawn February 2. 

H. 1074. By Allison, dag td %. Benefit: $2 a day for 13 weeks, but not 
over two thirds of wages. Waiting period: 2 days. Contributors: Employers, 3 
percent. Industry pools, 

Maryland.—H.'8. By Hirt, January 17. Benefit: $18 weekly, for 16 weeks, 
but not over 60 percent of wages. Waiting period: 1 week. Contributors: 
Employers, 2.2 percent. Single State poo) 


percent; employees, 1 Fh 
21. By Higgins, January 18. Benefit: $10 weekly for 
13 weeks, but not over 60 percent of wages. aiting period: 2 weeks. “Con. 


"but not over 50 percen 
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bi fle Employers, 1.5 percent; employees, 1.6 percent; State, 1.6 percent. 
ndustr 
H. , 6. By Sawyer, January 19. Benefit: $2a oe 13 weeke, but not over 
two hints of wages. Walting period: 2 days. ntributors: Employers, 2 
percent. we raw ee nook. 
H. 1200. 1 Commission on the Stabilization of Employment, 
January. Benefit: reo weekly for 13 weeks, but not over 50 percent of wages. 
Waiting period: 4 weeks. Contributors: Employer, 2 percent. Establishment 


POMichigan. —H. 562. tg Buckley, April 24. Benefit: $15 weekly for 20 weeks, 


Employer, 2 percent, Establishment poo’ 

8. 167. By Karwick, A itt a Benefit: $15 week pS 20 weeke, but not over 

percent of wages. riod: Ce weeks. ntributors: Employers, 2 
percent; employees, 1 percent ingle State pool. 

Minnesola.—. By Atwood, et al. Popebruary 15. Passed house in 
amended form, April 40. enefit: 46 percent of wages for 40 weeks, | Waiting 
period: 8 weeks. Contributors: Employers, 4 percent. Industry pools. 

§. 800. By Devel, et al., February 10. Bame as H. 973. 

Missouri —S. 162. By Kinney, Februar 6 Benefit: $10 weekly for 10 
weeks, but not over 50 percent o Leeee. rt period: 3 weeks. ntribu- 


‘ew Hampshire.—H. 282. By omen pt ate 24. Benefit: $10 weekly for 
13 weeks, but lores over 50 pereent of ween ret period: 4 weeke. Con- 


New Jerse — as 8. 48, 

A. 24 Ky A $8. By B February 27. 0. Bam $25 weekly until reem- 

ployed, Bat, not over 70 percent of wa ages. Waiting period; 1 week. Contribu- 
of cost by employers and h a State. Single State pool. 

8. 4 46. By Guinn ae 16._ Benefit: = a week for 13 weeks. Waiting 


Mero -8 Tackett and Bed lo, February 21. Benefit: $12.50 

weekly for 13 woe * We ting period: 3 weeks. Contributors; Employer, 2 
percent. Establishment pools. 

ew York.—A. 186. By Cohen, January 17. Benefit: two thirds of wages for 

26 weeks. No waiting period. Contributors: Em sey era, rates to be fixed by 

somimisticn t to score benefit costs. State fund: p mutual and stock com- 

nies aut 
ey ¥ 533 (ore 2878). By Condon, January 25. Benefit: $15 weekly for 16 weeks. 
Waiting period: 3 weeks. Contributors: Employer, 3 percent. Establishment 


A. 720. By wer anuay 31. Benefit: 40 percent of wages for 26 weeks, 
Waiting period: 1 week. Contributors: Employers, rates to be fixed by commis- 
ot to cover benefit costs. State fund; private mutual and stock companies 
artho 

A. 1322, By Cuvilller, February 16. Benefit: $8 weekly for 15 weeks. Wait- 
ing period: 1 week. Contributors: Employers, one third of cost; employees, 
one hird; Sites one third. Single State poe. 

1428. B Samberg, February 21. nefit: $12.50 weekly for 10 weeks, 
bit iat ie "50 percent of wages. Waiting period: 2 weeks. Contributore: 
Em ployer, 2 perc. Establishment pools. 

b A. 2137 (Pr. 2420). By Steingut, Mareh 16. Benefit: $15 weekly for 16 weeks 
but not uA ‘80 percent of wages. Waitin period: h weeks. Contributors: 
Employer, 3 percent. Establishment and industry poo 

A. 2225. By B reent ef March 23. Benefit: $30 pouty until reemployed, but 
not over 60 percent of wages. Waiting period: 2 weeks. Contributors: ’Em- 
ployers, 8 3 pereent State, 3 p percent: Single State pool. 

i eet d, Jan nuary 4 me as A. 1498. 

8. 30 (Pr. 1 Sto). By fastick, January 4. Benefit: $15 weekly for 16 weeks, 
but not over 50 percent of wages. aiting period: 3 weeke. Contributors: 
earls s"e, 3 pereent. Ne ere and industry pools. 

2385) Bytne, January 7. Passed senate April 8. Benefit: 
gif woskiy for 16 “ted alting period: : weeks. Contributors: Employer, 
3 percent. eee hunene nd industry poo 

8. 1407. By W: March 6. Benetite $ 31.00, weekly for 16 weeks, but not 
over 50 percent of ia Waiting stg he 3 week ‘f ntributors: Employers, 
2 percent; employees, 1 percent. Sh gle State pool. 


of wages. bila ng period: & weeks. Contributors: © 
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changes in provisions summs.rized. 
North Carolina.—S. 33. By Burgin, venusty 13. Benefit: $15 weekly for 16 
al k ntrib- 


Ohio.— assed 
weekly for 16 weeks, but not over 50 percent of wages. Waiting period: 3 weeks. 
Contributors: Emp} 


. 46. By Harrison apuary 18. , 
Oklakhoma.—H. 646. By Graham, March 14. Benefit: $10 weekly for 13 


Pennsyleania.—H. 52. By Hoopes, anuary 4. Benefit: $25 weekly until 
ne 


) 
weeks. Waiting period: 3 weeks. Contributors: Employer, 2 percent. Estab- 
lishment pools, 


Utch.—H. 14. By Adams, January 25. Passed house February 16. Benefit: 
$14 weekly for 20 weeks, but not over 50 percent of wages. Waiting period: 3 
weeks. ntributors: Employers, 8 percent. Single State 


pool. 
Vermont.—S. 47. By Graves, February 23. Benefit: $15 weekly until reem- 
ployed, but not over 70 percent of wages. Waiting period: 2 weeke. Contrib- 
utors: Employers, half of cost; State, half. Single State pool. 
Washington.—H. 55. By Falmoter, et al. January 17, Benefit: $5 weekly, 
plus $3 for one dependent, plus $1.60 for each additional dependent, until reem- 
ployed. Waiting period: 2 weeks. Contributors: Employers, amount 
xed by administrative board; employees to reimburse one fourth of employers’ 
contributions. Single State j 
West Virginia —H. 443. By Harmon, February 28. Benefit: 25 percent of 
wages, plus 10 percent for wife, 6 percent for one child or 10 percent for two or 
more children, for 26 weeks. aiting period: 1 week. ntributors: Em- 
ployers, rate to be fixed to cover benefits. Single State pool. 
472. By Craig. Bill not printed. 
Wisconsin.—A. 231. 


82. By plasowek’, February 1. Same as A. 231. 


or factory pay rolls 50 poe greater than in December, 1932; but not before 
934 tinstead of July 1, 1933). (2) Compuleory features are not to be- 
f 139, employees (instead of 175,000) adopt 

velontery lans. 


Unit tates. —S. 6480 (72d Cong.). Yay aings: January 10. Benefit: 
Prevailing weekly wage until reemployed. aiting period: 1 week. Contrib- 
utors: Employers, cost of benefits. oy pools. 

S. 1943 (73d Cong.). By Wagner, June 12. Applies to District of Columbia. 

enefit: $15 weekly for 16 weeks, but not over 50 nercent of wages. Waitin 
petted! 3 wore: Contributors: Employer, 3 percent. Establishment an 
ndustry pools. 

8.J.Res. 26 (73d Cong). By Wagner, March 13. Amends revenue act to 
allow employers contributing to unemployment reserve funds to deduct 30 per- 
cent of such contributions from Federal income tax; and also exempts unem- 
ployment reserve trusts from income tax. 

H.R. 4887 (73d Cong.). By Dunn, April-11. Benefit: 60 percent of wages, 
lus 10 percent for dependent wife and 5 persons for one child or 10 percent for 
wo or more children, but not less than $12 for worker with wife and one child, 

and never more than $25, for duration of unemployment. Waiting period: 
week, Contributors: Federal Government, one half of cost; employers, one 
half. Single national pool. 

H.R. 5271 (73d Cong.). By Lewis April 26. Benefit: prevailing weekly wage 
for duration of unemployment. Wai ng period: 1 week. Contributors: Em- 
ployers, rate to be fixed to cover benefits. Industry funds. 
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Resolutions mpompriaitalog Congress to enact unemploymeet Insurance legisia- 
tion were introduced pre, Dopp Maine, Montana, Minnesota, and Wisconsin. 
Bills to provide for the Federal encouragement t of State mpemplos mente ies 
beg egislation have been before Congress since December 1930, when 
nator Wagner introduced a bill (8. "3360, tet Cong.) to amend the Federal 
iiecue tax law eo as to allow employ jae i to deduct from gross income contribu- 
tions made to unem loyment rere ds. In January 1931 Senator Wagner 
introduced a secon 8. 6634, ryaatt Cone) pi authorizing an ap mopriallon of 
$100,000,000 to be apportioned among, ae ‘ates in propo rtion heir wage 
earners, the portion of any one State not to exceed one third of the smounte pro- 
~~ vided for unemployment reserves by State, municipal, and ate contributions, 
Followlag the p report of the special Senate Co: tee on nemploymeat Tosur- 
ty of wh ch he was a member, Seaator Wagner in March 1933 introduced a 
n (S.J ey 7 Cong, mich would permit an emplo er contributing to an 
uncial dsyenent reserve fund to deduct an aiount equal to 30 percent of such con- 
ributions from his Federal income tax. 
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Massachusetts: 
"406. By Lewis, January 12. 
. 705. y Higgins, January 16. 
964. B Sheldon, January ‘18. {Memorial to Congress.) 
arte y Thore, January i. mmission ‘to create a law.’’) 


. 1187. y 19. 
H. 1301. Special anmnleaton on Stabilization of Employment, January 20 


New Jersey: 

y Schoen, February 19. 
8. 234, By Y Richards, March 10. 

New York: 

A. 263. By Cohen, January 23. 
A. 414. By Steingut, Januar ae: 

eee By Pack Setar ek girls 

on, Fi 


REE 


 g. 1184. a Ane March 8. 
Rhode Ieland: 
Ht. 614. by Wrenn, january oe (Study commisston.) 


H. 887. po, Mare 
United SProg: 73d g.): : 
‘ H.R. 4887. By Dunn, April 11, 1933. (Firat session.) 
HE. Pity By Lewis, April 26, 1933. 


H.R. 759 ts By Tandees, February 
~’§. B10 D By 5 Rang February 5, 1934. 


OFFICIAL INVESTIGATIONS 


Eight States have had official commission reports upon unemployment com- 
ponsétion: ert Aico! Pi Massachusetts, New York, Ohio, Pennsyl- 
vanie, Virginia a, and Wisconsin. 

itfonal oficial, comauiestons have made reports on une maploymens 
compensation: A governors interstate commission, the United States 
sommitiee and a Baltimore municipal commission. 
States have official investigations suthortsed or in process: Colorado, 
nee Louisiana, Maine, New Hampshire, North Carolina, and Oregon. 

Two commissions, in Massachusetts and Virgints, ba havo this year recommended 

unemployment compensation Tegistation. 
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Tne WAGNER UNEMPLOYMENT Reserve Biut (8. 1943) Inrropucep June 12 
933, For tae Districr or CoLumBIA 


PUBLIC POLICY DECLARATION 


Section 1. As a guide to the interpretation and application of this act, the 
public policy of the District of Columbia fs declared to be as follows: 

Economic insecurity due to unemployient {fs a serious menace to the health, 
welfare, and morals of the people of the District of Columbia. Involuntary 
unemployment is therefore a subject of general interest and concern which re- 
quires appropriate action by Congress to prevent its spread and to lighten ite 
burden which now s0 often falls with crushing force upon the unemployed worker 
and his family. Congress therefore declares that in its considered judgment 
the public good and the well-being of the wage earners of the District require the 
enactment of this measure for the compulsory setting aside of financial reserves. 
for the benefit of persons unemployed through no fault of thelr own. 


SHORT TITLE 


Sec. 2. This act shall be known and may be cited as the “‘ District of Columbia 
Unemployment Reserve Law.” 
DEFINITIONS 


Sec. 3. Whenever used in this act— 

1) “‘Secretary’’ means Secretary of Labor. 

2) “Department” means Department of Labor. 

3 _apormstt, except where the context shows otherwise, means any 
employment in the District of Columbia under any contract of hire, express or 
iraplied, oral or written, including all contracts entered into by helpera and 
assistants of employces, whether pald by employer or employee, if employed 
with the knowledge actual or constructive of the employer; except that for the 
purposes of this act an employment shall not include: 
(a) Employment as a farm laborer; or 

(b) Employment not in the usual course of trade, business, or occupation . 


rsons employed at a rate of remuneration of 

$2,000 a year, or more, at other than manual labor, but does not include persons 
directly employed by the United States or the District of Columbia and persons 
engaged {n the operation of any means of interstate transportation except subur- 
bate StEmployer except: when others ly stated, means a person 

oyer’’, except when otherwlse expressly stated, means Ts 
partnership: association, corporation: and the legal representatives of a deceased 
employer, or the receiver or trustee of a person, partnership, association, or cor- 
poration employing four or more persone. 
“Fund” means the unemployment reserve fund created by this act. 
7) “Employer’s account” means the separate unemployment reserve account 
of an employer with the fund. ; ; 

- (8) “ rve per employec”’ shall refer to the status of an employer’s account 
as determined by the Secretary at the beginning of an accounting period. It shall 
be calculated by dividing the net amount of such employer's account by the 
maximum number of employees subject to this act employed by such employer 
in any week duting the preceding accounting period. 

' a aoe: means the money allowance payable to an employee as provided 
in this act. ; 

(10) “Wages” includes the money received for service rendered and the 
reasonable value of board, rent, housing, lodging, or similar advantage received 
from the employer. 

(11) “Average weekly wage” shall be computed by averaging the het fa 
received during at least 3 full weeks of employment within the 12-month period 
preceding the claim for benefit. In case there are no such full weeks of employ- 
ment, the 3 weeks which most closely approximate full weeks of employment 
shall be taken for the purpose of computing such average. 

(12) “A week of employment” means any calendar week in which the em- 
ployee has performed at least 1 full day’s work or {ts equivalent for an employer, 


108 UNEMPLOYMENT INSURANOE 


EXCLUDED INDUSTRIES 


Seo. 4. This act does not apply to any seasonal industry in which it is custom- 
ary to work not more than 17 weeke in 12 months. The Secretary shall by order 
establish whether any employment fz seasonal after a hearing at which opportu- 
nit; to be heard shall be aiven to employers in such industry, or their representa- 
tiyes, and the employees or their representatives of such employers. 


LIABILITY FOR PAYMENT OF BENEFITS 
Seo. &. (1) Benefits shall be paid to each unemployed employee entitled thereto 


~ from his employer’s account in the fund, except that exempted employers shall 
y benefite directly to their unemployed employees under the plan‘approved by 
he Secretary as the basis for the exemption. 

(2) Benefits shall become payable 3 ‘i from the date on which the employer’s 
contributions become payable under this act, except as a shorter period may be 
provided in the case of exempted employers, 
~ (3) An employer's account shall be liable to pay benefits to employees in the 
ratio of 1 week of benefit to each 3 weeks of employment of such employee by 
such employer within the preceding 62 weeks, but in no case shall such account 
be Mabie tor more than 16 weeks’ payment of benefits in any 12 months to any 
one employee. 

4) In BO case shall an employer's account be liable to pay benefits to an 
employee for any unemployment occurring more than 12 months after the date 
on which such employee last performed services for such employer. 

(6), When the condition of any employer’s or pooled account ie such that it is 
unable to pay the benefits provided tn this act, the Secretary may reduce the 
aniount of benefit payable from such account to an amount which will assure 
equitable treatment of persons entitled to benefits from such account. 


AMOUNT OF BENEFITS 


Sec. 6. (1) An employee shall be entitled to benefits on account of unemploy- 
ment which continues subsequent to a waiting period of 3 weeks after notification 
of unemployment: Provided, That not more than 3 weeks of unemployment for 
which no benefit {s paid shall be required as a wasting period within any 13 con- 
secutive calendar weeks (except as otherwise provided under section 8, subsec- 
tlon 2). No week of unemployment shall count as a waiting périod in any case 
foc et weeks of unemployment as to which notification of unemployment has 

n given. 
2) Benefits shall be payable at a rate as provided herein but not to exceed: 
a) Fifteen dollars a week; or 
b) Fifty percent of the employee’s average weekly wage, whichever is the 


ower. 
(8) Benefits shall be paid to each employee for the weeks during which he is 
ane p yee and e:igible for benefits; but no employee shall receive in any 12 
months more than 16 weeks of benefit. 
(4) When an employee is suaployed by more than one employer within any 
12-month period, the payment of benefits due such employee s be made from 


the successive employer's accounts in inverse order to such successive employ- - 


mente. Until the last employer Jiable shall have met or been unable furthér 
meet his benefit lability to an eligible employee no previous employer shall be 
duo to pay benefits to such employee. 


ELIGIBILITY FOR BENEFITS 


SEzo. 7. () Benefits shall be pafd to an employee only: 
(a) If he has been smb res y one or more employers in the District for not 
less than 13 weeke during the preceding 62 weeks; : 
b e he {s available for employment and unable to obtain employment 
io his usual employment or another for which he is reasonably fitted. 
(2 No mp ee shall be required to accept employment: 
ai a os a situation vacant in consequence of a stoppage of work due to a trade 
ispute; 
: tb If the wages, hours, and conditions offered be not those prevailing for 
similar work in the place of employment or are such as tend to depress wages or 
working conditions; 


ee. 
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(c) If acceptance of such employment would abridge or limit the right of the 
employee either: : 
(Ay To refrain from joiaing a labor organization or association of workmen} or 
(B) ae retain membership in and observe the rules of any such organization or 
association. 
; LIMITATION ON PAYMENT OF BENEFIT 


SEc. 8. (1) An employee shall not be entitled to benefits: 

(a) While he is receiving compensation under the workmen’s compensation 
aw; or Bote 
) Unless he has given notice of his employment as required by this act, or 
unless the obligation to give notice has been dispensed with; or 

(c) If he has left or lost his employment due to a trade dispute involving the 
employer by whom he was employed, so long as such trade dispute continues; or 

(a) af pe mass refused a job offered ‘him in a trade or occupation for which he ig 
reasona ; 

@ An employee shall not be entitled to benefits except for unemployment 
which continues su tient to a waiting period of 10 weeks if he has lost hig 
employment through misconduct, or if he has left employment voluntarily without 
reasonable cause. 

BREAK IN UNEMPLOYMENT 


Sec. 9. (1) Employment at von Gk for which provision of benefits fs no 
required, shall suspend the right to benefits, If the employee becomes unemploy 
after 3 months or more of suc employ merit, his right to benefits shall recommence 
upon notification of unemployment aod the running of the waiting period. 
If he becomes unemployed within 3 months of his acceptance of such employ- 
ment, his right to benefits shall recommence upon notification of unemployment. 
(2) If an employee undertakes such employment during the 3-weeke waiting 
riod, it shall not affect the running of such period if it continues for 6 days or 


ess. 
3) The employee shall inform the employment office at which he has given 
notice of unemployment when he begins and leaves such employment. 


NOTIFICATION 


Sec. 10. An employee shall give notice of his unemployment either in the 
District employment office or in the employment office established under this act 
by trade associations or by organizations of employers and my wer bie under 
collective agreements, for the industry in which he is usually or was last employed, 
or as otherwise designated by the Secretary. 


PROOF OF RIGHT 


Sec. 11. The employee shall prove his right to benefits and the continuance of 
such right in such manner as may be provided by the rules and regulations 
prescribed by the Secretary. 


JURISDICTION CONTINUOUS 


Sec. 12. Jurisdiction over benefits shall be continuous. Benefits paid to any 
individual shall be modified whenever necessary to make the amount correspond 
to ue oe determined by the Secretary, in accordance with subsection 5 of 
sec on e 

PAYMENT OF BENEFITS 


Sec. 13. (1) Claims for benefits, except from exempted employers, shall be 
filed with the officer of the employment office ‘at which notice of the unemploy- 
ment has been given. Claims shall be filed within such time and in such manner 
as the Secretary shall by regulation prescribe, but such regulation shall provide 
for a notice to the employer or employers whose accounts may be affected and 
for & hearing at the request of the employer or employee. Benefits shall be paid 
at such periods and in such manner as the Secretary shall prescribe. 

(2) (a) If the employer or any group of employers or any association or 
organization, approved under sectlon 27, upon request by the employee, falls to 
pay or to continue to pay the benefit due, the employee may file a claim for bene- 

t with the officer in ¢ arg of the employment office at which he has given 
notice of his unemployment. The claim must be filed within 1 month of the 
default in payment. 
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) If such officer believes the claim correct, or if incorrect, as soon as it has 
ten corrected, he shall notify in writing with{n 5 days such employer or group 
of employers or the governing board of any association or organization, approved 
under section 27, of the claim and that he or it may contest the claim by filing 
within 5 working days after receipt of notice, a denial of the claim in such form 
as the Secretary may provide; and such deniat shall operate as an application for 
: vert ike etal ia an h officer to be invalid or i | 

() e claim appears to such officer to nvalid or improperly made, he 
shall, within 3 days, notify such employer, and shall also notify the employes of 
this and of his right to make an application for a hearing before the officer which 
_ must be made within 5 working days. Such notifications and applications shall 
be in such form as the Secretary may precaribe. 

(d) The officer shall hold a hearing when applied for, and after a hearing, or 
in case no hearing is applied for, without hearing, shall make an order fixing 
benefits and notify the claimant his last employer, and the Secretary. 

(e) Under (b), (0), and (d) of this subsection the Secretary may designate an 
umpire to act in place of the officer in charge of the employment office. 


APPEAL BOARD 


Szc. 14. There shall be an appeal board, consisting of 3 members designated 
by the Secretary for 2-year terms, 1 of whom shall be an umpire, who shall be 
¢ an, 1 of whom shall be an employer or a representative of employers, and 
1 of whom shall be an employee or a representative of employees. e members 
of the ap board shall receive a per diem compensation for the days actually 
spent in the work of the board, to be fixed by the Secretary. 


APPEALS 


Sec. 15. BS An appeal may be taken from a decision of the officer by any 
party affected within 30 days after the decision has been made by filing & notice 
of appeal with the officer, who shall mail a copy of such notice to the other 
party or parties and shall send to the appeal board a copy of the notice and of 

é decision. The appeal board shall fix a time for hearing and shal! notify all 
parties. Upon a hearing the officer may be heard, and any party may present 
evidence and be represented by an agent. No fees shall be allowed any agent 
of an employer or employee in any proceeding under section 13 and under this 


section. ; 
(2) The parties shall be notified of the decision of the appeal board, which 
shall be rendered not more than 30 days after the hearing. 


FINAL DECISION ON PACTS 


Sec. 16. A decision by the officer, if not appealed from, and a decision of the 
appeal board shall be final on all questions of fact and unless appealed from on all 
questions of law. 


TECHNICAL RULES OF EVIDENCE OR PROCEDURE NOT REQUIRED 


Sec. 17, The officer or board conducting a hearing shall not be bound by com- 
mon law or statutory rules of evidence or by technical or forma! rules of procedure, 
except as provided by this act, but may conduct such hearing in such manner as 
to ascertain the substantial rights of the parties. 


QUESTIONS OF LAW TO COURT 


Sec. 18. Within 30 eave ates notice of the filing of the award or the decision 
of the appeal board has been sent to the sai an appeal may be taken to the 
Supreme Court of the District of Columbia from such award or decision by the 
employee, by the employer, or by the group of employers or by the governin 
board of any aszociation or organization approved under section 27. The appea 
board may alsu, in its discretion, certify to such supreme court questions of law 
involved in its decision. Such appeals and the questions so certified shall be 
heard in a summary manner and shall have precedence over all other civil cases 
in such court, except cases arising under the workmen’s compensation law. In 
case a question is certified by the appeal board the attorney of the United States 
for the District, without extra compensation, shall represent the appeal board. 
An appeal may also be taken to the Court of Appeals of the District of Columbia 
in all cases where the deciston of the supreme court is not unanimous and by the 
consent of the supreme court or the court of appeals where the decision of the 


cha 
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supreme court is unanimous. It shall not be necessary to file exceptions to the 
rulings of ~ appeal board. No bond shall he required to be filed upon an appeal 
to the Court of Appeals of the District of Columbia. Otherwise such appeals 
shall be subject to the law and practice sepneae to appeals fa civil actions. 
Upon final determination of such an appeal the appeal board shall enter an order 
in accordance therewith. 


WAIVER AGREEMENT VOID 


pone, AP: No agreement by an employee to waive his rights under this act shall 
valid, : 
ASSIGNMENT OF BENEFITS—EXEMPTION 


Src. 20. Benefits due under this act shall not be assigned, released, or com- 
muted and shall be exempt from all claims of creditors and from levy, execution, 
and attachment or other remedy for recovery or collection of a debt, which oxcmpe 
tion may not be waived. 


UNEMPLOYMENT RESERVE FUND 


Sec. 21. (1) There is hereby created a fund to be known as “the unemploy- 
ment reserve fund.” Such fund shall consist of all oontributions received and 
paid into the fund, of property and securities acquired by and through the use 
of moneys belonging to the fund and of interest earned upon moneys betonging 
to the fund and deposited or invested. Such fund shall be applicable to the 
payment of benefits and shall be administered by the Secretary. 

2) A separate account shali be kept by the Secretary with each employer 
contributing to said fund, and this separate employer's account shall not be merged 
with any other account except as provided in subsection 3 or 4 of this section. 

(3) Whenever two or more employers in the same industry desire to pool their 
several accounts with the fund, they may file with the Secretary a written applica- 
tion to merge their several accounts in a pooled account with the fund. The 
Secretary may approve such a pooled account provided that the several em- 
ployers each accept such suitable rules and regulations not inconsistent with the 
provisions of this act as may bé drawn up by the Secretary for the conduct and 
dissolution of such pooled accounts. 

(4) (a) Whenever it Sppears to the satisfaction of the Secretary that the 
assurance of the safety of the funds and the carrying out of the purposes of this 
act require a wider base than the individual account, he shall by order require 
the pooling of contributions of the guple yer in any industry and may make the 
necessary regulations to secure such pooling. 

(b) Before making such order the Secretary shall hold a hearing at which an 
opportunity to be heard shall be afforded to any employer, or representative of 
employers, and the employees of any employer, or representative of employees, 
who may bé affected by such order. A public notice of such hearing shall be 
given in such manner as may be fixed by the Secretary. Such notice shall be 
made at least 1 month before the hearing is held. 

(c) All the employers in an | shall be treated as a single employer for the 
Purboses of contribution or o fring rights to benefits, and the employees of all 

he employers in such poo! shall be treated for the purposes of benefits as if they 
were the employees of a single employer. 


PAYMENT OF CONTRIBUTIONS 


Sec. 22. (1) On and after the Ist day of July 1934 contributions shall be 
payable by cach employer then subject to this act. Contributions shall become 
pyetle by any other employer on and after the date on which he becomes subject 

0 act. 

(2) All contributions from employers shall be paid at such times and in such 

manner as the Secretary may prescribe, 


CONTRIBUTIONS TO THE UNEMPLOYMENT RESERVE FUND 


Sec. 23. (1) The contribution regularly payable oy each employer shall be an 
amount equal to 3 percent of the pay roll of the employees for whom he is liable 
to pay benefits minder this act. During an em lover & first 2 years of contribu- 
tion, he shall make contributions to the fund at the rate of 3 percent of his pay 
roll, and thereafter shall make such payments during any accounting period at the 
beginning of which his account amounts to less than $65 reserve per employee. 
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2) If the employer has been continuously subject to this act during the 2 pre- 


cedin, years, tho rate of contributions may bo reduced or suspended by the — 


Secre any under tho following conditions: 

(a) Whenever at tho begiouing of an accounting period, the cinployer’s account 
amounts to $65 but less than $100 reserve per employee, such employer shall 
pay contributions to the fund at tho rato of I percent of his pay roll during the 
continuance of such periou: 

(b) Whenever at the beginning of an accounting perlod the employer's account 
has a reserve per employee of $100 or more, no contributions to the unemploy- 
ment reserve fund shall be required of such employer during the continuance uf 

‘atich period. 
AGREEMENT TO CONTRIBUTIONS RY EMPLOYEES VOID 


Src. 24. No agreement by an employee to pay any portant of the payment 
made by his employer for the pur of providing benefits required by this act, 
éither through tho fund or otherwise, shall be valid and no employer shall make 
a deduction for such purpose from the wages or salary of any employee. 


EMPLOYEES’ VOLUNTARY CONTRIBUTIONS 


Sec. 25. Employces nenveiielly or collectively may make voluntary arrange- 
ments with thelr employers or with groups of employers for the payment of con- 
tributions to increaso the benefits pald them over tho benefits provided by this 
act, and may authorizo the deduction from thelr wages of such contribution. 
With the consent of the Secretary and of the employer, or of employer members 
of a pool, by whom any Snipleyee or group of employees is cinptoyed, such ar- 
rangement may provido for tho payment of such contributions into the fund and 
for thelr distribution in the samo manner and under the same conditions as are 
benefits under this act, and for other necessary conditions. 


ADMINISTRATION 


Sec. 26. (1) This act shall be administered by the Secretary of Labor, and for 
such purposo the Secretary shall have powcr to,make all rules and regulations 
and to appoint such officers and employees as may be necessary In the adminis. 
tration of this act. 

2) The Scerctary shall fix the accountin pono 

3) The Secretary shall establish an advisory council composed of persois 
representing employers and employces in equal numbers and the public, which 
shall consider and advise him concerning policies and inethods connected with the 
administration of this act. Members of auch council shall bo selected from timo 
to time in such manner as the Secretary shall prescribe and shall servo without 
compensation. The advisory council shall have access to all files and records 
connected with the administration of this act and may recommend sich changes 
in policles and methods as it deems necessary. 

4) The Scerctary may establish and maintain as many employment offices as 
ho deeins necessary to carry out the provistons of this act. 

(5) I¢ shall be one of the purnows of this act to provots tho regularization of 
employment in tho District. The Secretary shall take such steps as aro within 
his means for tho reduction and prevention of unemployment. To this end, the 
Sceretary may employ experts and may carry on and publish the results of any 
investigations and research which he deems relevant, whether or not directly 
related to the other purposes and spceific provisions of this act. 


EXEMPTED EMPLOYERS 


Sec, 27. (1) The Scerctary may oxempt from tho provisions of this act 
requiring contributions to the unemployment reserve fund any employer or 
group of employers submitting a plan for unemployment benefits, whether the 
plan fa subinitted by an Individual cinployer or by a group, or for an tndustry, by 
.& trade association of which tho omployer is a membor or by an employers’ 
organization and an organization of employees, acting under a collective agree- 
ment, provided that the Scerctary finds that such plan: 
(a) Makes aleable for benefits at least the employees who would otherwise be 
eligiblo unticr this act and at lenat to tho same amount: 
b) Provides that the proportion of tho benefits to be financed! by tho employer 
or employers will on the whole be equal to or greater than the henofite which 
would otherwise be provided; and 
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(0) Is on tho whole as beneficial in all other respects to stich employees as tho 
plan otherwise provided in this act. 

(2) If under such a plan any contributions are made by employees, tho ac- 
counts of the plan shall be so kept as to make clear what proportion of the bene- 
fits Is financed by the employer or employers, and what proportion by the em- 

toyees, If under such a plan any contribuftona are made by employees, the 
Secretary shall requiro that such employees he represented, by representatives 
of their own choosing, in the direct administration of such plan, and the Scere- 
tary may take any steps necessary and appropriate to assure such representation 
to contributing cmploycos. 

(3) As a condition of granting exemption, the Secretary may require the em- 
‘lover or group or trade association or organization to furnish such security as 

he Secretary may deem suMelent to assure payment of all promised benefits or 

wages, fncluding the setting-up of proper reserves. Such reserves and othor 
sectirity and also the manner in which an exc Diet employor carries out his 
ules of benefits shall bo subject to inspection and investigation by the 

relary at any reasonable time. If the Sceretary shall deem it necessary he 
ay require an oxemnpted employer or group or trade association or organization 
tu furoish additional security to assure fulfillment of his promises to his employees. 
(4) If an exempted employer or group or association or organization falls ¢> 
furnish security satisfactory to the Scerelary, or fails to fulfill the pronifisea made 
to employees, or willfully faila to furnish any reports that the Secretary may 
require under this act or otherwise to coinply with the applicable portions of 
this act aud the rates, mega ONs, and orders of the Sceretary pertaining to the 
atlministration thereof, the Secretary may, upon 10 days’ notice and the oppor- 
tunity to be heard, revoke the exemption of such employer, group, association, 
or organization. Tn stich caso or tn case any exempted employer, group, asso- 
ciation, or organization voluntarily terminates exemption, such a ha or cach 
of such group or association or organization shall at once pay into the fund an 
amount cqual ty the balance which would have been standing to his account had 
he been making contributions to the fund and paying out the benefits provided 
in (his net: Provided, That in any case where such balance cannot reasonably 
and definitely be determined, the Beowary may require such employer to mect 
his liability under the present subsection by paying into the fund a lump-sum 
alnount equal to the contributions he would, if not exempted, have pald into the 
fund during the 12 months preceding the termination of hls exemption. The 
account of any employer whose exemption has been terminated shall thenceforth 
be Hable to pay to hls employees the benefits which may remain or thereafter 
become due them, as i€ such employer had not bedn exempted ander this section; 
aud such employer shall thenceforth pay all contributions regularly required under 
this act from monexe)inted cauloyers. 

(5) Such plans shall provide that upon the going out of business in the Dis- 
trict by any employer, or the legal abandonment of the plan, the fund which 
shall have been contributed under such plan shall be retained for a suilicient 
period to meet all lability for benefits which may thereafter accruc, aud that 
at the ead of such period the priory then remaining of employer contribu. 
tions shall be pald to (he employer or his assigns, and the propertion then re- 
maining of employee contributions shall be distributed in such equitable manner 
as the Secretary may approve. 

(6) The rules and regulations for the government of such plan must be sub- 
mitted to and approved by the Sceretary. The Secrelary may, on the petition 
of any interested party, or on hls own motion, and after public hearing, modify 
any such plan. 

INDUSTRY EMPLOYMENT OFFICES 


Sre. 28. (1) Any trace assodiation for any industry, or any organization of 
cmployers and an organization of employces acting under a callective agreement, 
with o plan for administering its own benefits approved by the Sceretary may, 
with the approval of the Scerctary, establish an employment office to scrve tho 
fudustry, with such branches as it may think desirable. The expense of such 
ollice shall be a charge upon the unemployment fund of such association or 
organization. The governing board appointed in accordance with rules and 
regulations approved by the Secretary shall appoint aud fix tho remuneration 
of the officers and employees of such cmploymnet office, and shall, with the 
approval of the Scerctary, make rules and regutatlons for its operation. Tho 
orice tay at any time investigate the conduct of any cinployment office so 
naintained. 
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(2) There shall be an advisory committee of five membera for each such office; 
two membery shall be appointed by the employers of the Industry, and two mem- 
bers shall be appointed by the employees of the industry in such manner as the 
Secretar may rovide by regulation, and one shall be sppointed by the Secre- 
tary. The advisory committee shall meet at least every 3 months and shall be 
consulted on the policy and operation of the office. 


TREASURER OF THE DISTRICT OF. COLUMBIA CUSTODIAN OF FUND 


Sec. 29. The treasurer of the District of Columbia shall be the custodian of 
the fund, and all disbursements therefrom shall bé paid by him upon vouchers 
signed by the treasurer or assistant treasurer. The treasurer shall give a sepa- 
rate and additional bond in an amount to be fixed by the auditor of the District 

.of Columbia and with sureties approved by such auditor conditioned for the- 
faithful performance of his duty as custodian of the fund. The treasurer may 
deposit any portion of the fund not needed for immediate use in the manner 
and subject to all the provisions of law respecting the deposit of other District 
funds by him. Interest earned by such portion of the fund deposited by the 
treasurer shall be collected by him and placed to the credit of the fund, and shall 
be allocated annually to the separate account of each employer or pooled account 
in ig proportion which such account on June 30 in each year bears to the whole 

und. 


INVESTMENT OF SURPLUS 


Sec. 30. Any of the surplus funds belonging to the fund may, by order of the 
Secretary, be invested in any obligations of the United States of America and 
of the District of Columbia, All such securities or evidences of indebtedness 
sha}! be placed in the hands of the treasurer of the District of Columbia, who shall 
be custodian thereof. He shall collect the principal and interest thereof, when 
due, and pay the same into the fund. The treasurer of the District of Columbia 
shall pay all vouchers drawn on the fund for the making of such investments 
when signed by the Secretary, or other officer or employee of the Department 
duly authorized by the Secretary, upon delivery of such securities or evidence 
of indebtedness to him. The Secretary may sell any of such securities. 


RECORD AND AUDIT OF PAY ROLLS 


Src. 31. Every employer shall keep a true and accurate record of the number 
of his employees and the wages paid by him, and shall furnish to the Secretary, 
upon demand, a sworn statement of the same. Such record shall be open to 
inspection at any time and as often as may be necessary to verify the number of 
employees and the amount of the pay roll. Any employer who shall fail to keep 
such record or who shall wilfully falsify any such record shall be guilty of a mis- 

emeanor. 


COLLECTION OF CONTRIBUTIONS IN CASE OF DEFAULT 


Sec. 32. If an employer shall default tn any payments requirest to be made by 
him to the fund, after due notice, the amount due from him with interest at 6 
perecnt from the date when due, shall be collected by civil action against him 

rought in the name of the Secretary, and the same when collected shall be paid 
into the fund, and such employer's compliance with the provisions of this act 
requiring payments to be made to the fund shall date from the time of the pay- 
ment of safd money so collected. 


BANKRUPTCY 


Sec. 33. In the event of bankruptcy or insolvency of an employer the amount 
due for contribution to the fund shall be a prior claim and shall be entitled to such 
priority in hbankruptey, as is provided by section 64, subsection b, subsection 7, of 
he Federal Bankruptey Act. 


DISCLOSURES PROHIBITED 


Sec. 34. Information acquired from employers or employees pursuant to this 
act shall not be open to public Inspection and any officer or employee of the 
Department who, without authority of the Secretary or pursuant fs regula- 
tions, or as otherwise required by law, shalt disclose the same shall be guilty of a 
misdemeanor. 
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EXPENSES OF ADMINISTRATION 


Sec. 35. (1) TheSecretary and the auditor of the District of Columbia annually 
as soon as practicable after July 1 shall ascertain the total amount of expenses 
incurred by the Department during the preceding fiscal year In connection with 
the administration of this act ‘and shall add thereto one half of the total expenses 
of maintaining the public employment offices as established for the purposes of 
this act. An itemized statement of the total expenses so ascertained shall be 
open to public inspection in the office of the Secretary for 30 days after notice 
published as tlie Secretary shall provi 
assessment as hereinafter provided. The Secretary shall assess upon the fund 
and upon the exempted em joyers such total amount of expenses in the proportion 
that the total benefits paid from the fund or benefits pald by any exempted. 
employer in such year rs to the total of benefits pald in such year. The 
Secretary shall apportion the share of such iene borne by ve fund among the 
employers accounts in the proportion which the benefits paid by or on behalf of 
each employer’s account bear to the total benefits paid from the fund. 

(2) No employer shall be assessed under this section in any fiscal year more 
than an amount equal to three tenths of 1 percent of the total wages pafd by him 
to his employecs during the year in which the assessed expenses were incurred by 
the Department. 

EXPENSES OF HEARINGS 


Szc. 36. Fees of witnesses and other expenses, except legal services, involved 
in hearings and appeals under this act shall be paid at the same rate as similar 
expenses are paid in hearings under the act entitled “An act to provide compensa- 
tion for disability or death resulting from injury to employees in certain employ- 
ments in the District of Columbia, and for other purposes", approved May 17, 
1928, and shall be treated as expenses under this act. 


STUDY OF PARTIAL UNEMPLOYMENT 


Sec. 37. The Secretary shall appoint a committee of not mors than three per- 
sons who shall make a study of partial unemployment, and shall make recom- 
mendations to the Secretary in respect to provision for the inclusion of benefits 
for partial unemployment in this act. The Secretary shall transmit the report 
and recommendations of the committee, with his comments thereon and recom- 
mendations to Congress not later than the let of February 1934. 


PENALTIES 
Sec. 38. (1) Any person who wilfully makes a false statement or representa- 
on: 


(a) To obtain any benefit or payment under the provisions of this act, either 
for himself or for any other person} or 
b) To lower contributions paid to the fund; or 
(2) Any person who wilfully refuses or fails to pay a contribution to the fund;‘or 
(3) Any person or corporation who refuses to allow the Secretary or his author- 
ized representative to Inspect his pay roll or other records or documents relative 
to the enforcement of this act; or 
4) Any employer who shall make a deduction from the wages or salary ofjany 
employee to pay any portion of the contribution which the employer fs required 
to make shall be guilty of a misdemeanor. If a corporation is convicted of an 
such violation, its president, secretary, treasurer, or officers exercising correspond- 
ing functions shall each be guilty of a misdemeanor. 

Any employer who falls to pay his contributions to the fund promptly and 
when due shall be liable for interest at the rate of 6 percent from the time due until 
the time of payment. 

SEPARABILITY OF PROVISIONS 


Sec. 39. If any provision of this act or the application thereof to any person or 
circumstance fs held invalid, the remainder of the act and the pplication of such 
provision to other persons or circumstances shall not be affected thereby. 


APPROPRIATION 


Sec. 40. The sum of dollars, or so much thereos as may be necessary, 
is authorized to be appropriated and pafd for the purposes of carrying out the 
provisions of this act in like manner as other appropriations for the expenses of 

he government of the District of Columbia. 


e before the Secretary shall make an =~ 
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EFFECTIVE DATE 
Sec. 41. This act shall take effect immediately. 


(H.R. 6232) 


a 1033 by David J. Lewis of Maryiand asa substitute for the Black 30-hour-week 


eee? bill as it passed the Senate. 


a e a * 

The bill includes the Swope plan, which proposed securitics for the workers 
embracing unemployment insurance, old age Insurance, health and tifo Insurance, 
accident insurance, and stabilization of industry. 

The industries covered include manufacturing, mining, transportation, buildin 
construction, electrical communication, the distribution of gas, petroteum, an 
the printing trades. 

In commenting on his measure Mr. Lewis said: 

“In order to effectuate theso benelite Mr. Swope proposed the establishment 
of national trade associations for each industry, each to be managed by a board 
of 9 persons—3 employers, 3 employees, and 3 representatives of the public. 
The insurance funds are to be maintained by equal contributions from tho em- 
ployers and omployeos, Theso insurance features required such national trade 
associations, Mr. Swope thought, so that workers might transfer from one oi: 
ployer to another without losing thelr benefits. This proposal was specifically 
approved by the United States Chamber of Commerce. 

‘The Swope objectives serve the worker who is on he payroe » who has a job. 
But how about the foblees, the ‘men at the gate’? They, too, have rights. 
Certainly the world does not owe a man a living—but just aa certainly it does 
owe him a chance to make a living.” 

Tho bill makes provision for these jobless. ‘Tho worker may apply for work 
in his trado to tho workmen's accident commission of his state, and if it finds 
him competent, it notifies the trado association, which is thon placed under a 
legal duty to give him his share of the work available or pay him the wages it 
refuses him a chance toearn. Tho association may refuse to pay for a reasounble 
period if the worker had been discharged for trade misconduct, 

To enforce tho act an oxciso tax of 1 percent fs imposed on the gross Income of 
corporations employing 25 or more persons, with a drawback of 99 percent to 
those complying with the act. - 

No new offices are created by tho bill. Its administration Is entrusted to the 
trade associations and tho existing state workmen's accident commissions, with 
an apraiste juriediction when necessary in the Federal Trade Commission. 

In his statement Mr. Lewis aske: 

“Which shall it be? Shall the worker be given his share of the work, or shall 
ho be given a dole? Wo cannot continue to deny him both.” 

Tho trade associations complyin with tho act are exempted from the Sherman 
anti-trust law if they do not fix prices. 


ANALysts OF Ricut-to-Work Birt (H.R. 8232) 


Section 1; (a) Declaration legalizing citizen’s right to work and on proof of 
‘competency to share of the employment available in his trade; which if denied, 
coimpensation payable from the trate in lieu thereof. 

(b) Competent worker, unemployed, may apply to workmen's accident com- 
pensation commission of State for employment n his trade, which notifies trade 
association, which may contest his competency and record. If these be good, 
commission orders trade association to employ or place him. ° 

Boards of national trade associations submit rules for determining com- 
peteney; also disciplinary regulations in relation to discharge, suspension, or 
demotion for neglect or occupational misconduct. 

Incompetency shall not bo imputed to worker on account of age unless he has 
eened pense age, nor on account of a physical defect if he can in fact cdo the 
work Involved. 

(c) If trade association refuses or fails to placo workor in 1 week after certi- 
cate by commisston, it may be sued by worker for compensation before such work- 
men’s accident compensation commission, which, if case proved, shall order trade 
association to pay the worker compensation, to continue until worker is employed. 
‘Compensation to bo governed by the wages provailing in the State. 
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(d) Each trade association required to establish compensation fund. 

(ec) Secretary trade association to make monthly reports to Federal Trade 
Commission showing pending compensation claims and state of fund. Monthly 
excise tax sufficient to pay such claims is lovied upon corporation members of 
association to be assessed by Federal Trade Commission based on number of 
ecmplovees. 

th) Workmen's accident compensation commissions of States to have plenary 


jurisdiction to enforce the act, from which same appeals may be taken to samo 


courts as in workmen's accident compensation cases. -. 

Section 2: The act shall apply 

{n) ‘To corporations emp oying not less than 25 persons engaged in (1) mantt- 
facturing, (2) mining, ¢ ) transportation, (4) electrical communication, (6) 
building construction, (6) distribution of gas and petroleum products, and clectri- 
cal energy, @) printing industries. 

(c) Such industrics to be classified by the Federal Trade Commieston into 
{rade associations according to products or services suitable to carry out tho act. 

Section 4: (a) ‘Temporary initial board members to be designated by the 
Federal Trade Commission: 

) Three members on behalf of the public from persons affiliated with organt- 

zations of consumers of the product or service. 

(2) Three employeca from unions or workmen iu tho trade. 

(3) Three employers froin the corporations engaged in the trade. 

(b) Terms of office shall be staggered so that of first appointments one third 
of cach set of members shall serve 1 voars 2 years, and 3 years, respectively. 

(c) Meetings of the boards: (1) To organize and adopt bylaws. 

(d} Permanent members of the board to bo clected according to system 
prescribed by the Federal Trado Commission. 

(c) Corporations to continue payment of wages to employee members while on 
association business. 

Section 5: (a) Plans for atabilization of industry and employment shall be 
prepared by the national trade associations: 

(1) Equitable peretion of available work among competent workmen. 

(2) Life, disability, and health insurance for employees. 

(3) Workmen's aceldent compensation. 

(4) Workmen’s old-age pensions. 

(5) Workmen's unemployment insurance. 

0) Stabilization of production. 

ration by— 

(1) Trade association under its rules and regulations as approved by Federal 
Trade Commission. 

(2) Boards in each corporation repreeenting management and employces. 

(3) Administration expenses shall be paid by members of trade association. 
in proportion to number of employees. 


METHOD OF ENFORCEMENT OF THE ACT 


To effect enforcement of the act an excise tax of 1 percent on their gross Income 
is imposed on corporations liable. A drawback of 99 percent of this tax is alloned 
those which become members of the trade associations ff they comply with their 
duties under the act. 


STATEMENT OF GERARD SWOPE, PRESIDENT OF THE GENERAL. 
ELECTRIC CO., NEW YORK OITY 


_ Mr. Lewis. Mr. Swope, wo will be glad to hear from you at this. 
timo, For the purposo of tho record, will you please describo your 
relation to this bill and to tho industries of the country? 

, Mr. Sworr. I am president of the General Electric Co., and my 
interest. in unemployment insurance goes back a good many years, 
and in my statement I refor to that. So, with your permission T havo 
a short prepared statement which I would like to read, and thon bo 
subject to any cross oxamination Inter. In compliance with tho 
request of your chairman, I appear beforo you. Your chairman knows 
that Tam in entiro sympathy with unemployment insurance, and, if 
it is possible, to have it Nation-wide. 
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May | say at the outset, that unomploymont inatirance, aven at 
boat, can only ameliorate the difficult conditions in. which workers 
find themselves when unomployment comes. Theo first, basic, con- 
structive thing to do, wherever possible, is to assure employment. 
Assuranco is difficult, at all eventa at present, except whore mer- 
chandiso can bo mado up for stock which is not subject to rapid 

obsolescenco or rapid changos in design aiid fashion. Such a cnse is 
- tho manufacture of incandescent lamps. In this depirtment of the 
Goneral Electric Co., for 3 yoars now wo have had employment 
assurance, That was inauguratod on January 1, 1031, and during the 
3 difficult yoars it has been in effect the omployeos who were piven 
assurance of omploymont havo received over $10,000,000 in wages. 

In this plan for 1034, the company gearantees at least 62. percent 
of the normal maximum hours of work as provided under the code, 
In order that the employees may havo a botter understanding and a 
moro direct intorest in tho plan, if thoy wish to have the benolits of 
this assuranve thoy are required to put aside 1 porcont of thoir oarn- 
ings inn trust fund. If they leave tho company, their savings are 
roturnod to thom, with interest at 6 percont; if they die, (he accumu. 
lated fund yoos to their familios, and if thoy retire on ponsion it is 
added to their retiromont aHowance. In this 8-veur period, over 
$107,000, including intorest, has bean accumulated for the employeos. 
T will fito for your record astatoment of the principles of the guarantee 
of omploymont assurance. 

Thorofore, in cases where the employer gunrantees at least 50 por- 
cont of normal hours work at normal wages, no payment into an une 
omploymont fund ia necessary. 

r. Lewis. Is that the numbor of hours you guarantee now? 

Mr. Sworr. No, wo guarantee 62 percent of tho number of hours. 

Mr. Lewis. Sixty-two porcent? ; 

Mr. Sworn. Wo do in our company, but Lam saying generally if 
an omployer guarantees at least 60 porcent of normal work at normal 
wayes vou do not need any unemployment insurance under any form 
that 1 know of until Che man is working less than hulf time, and he gots 
boneclita equal to not more than half time and alse not more than a 
certain maximum. 

Mr. Lewis. But your company goes beyond that and guarantees 
on its own inifintive 62 percent of the normal working hours? 

Mr. Swors. Mor a your. 

Mr. Lewis. For a full your? 

Mr. Sworr. Yos; for tho cutire yoar 1034 thero is guarantood 
62 porcent of their normal yoar's income. If we were aver to lay 
them off for lack of work wo would have to stand it. 

From tho standpoint of tho employee, it is, of courso, much better, 
because ho can look ahead with assurance to not less than 62 percent 
omployment in the coming year. ; 

he problom of unomploymont insurance is being studied by com- 
missions in several States. Only one State, Wisconsin, as yot has 
jeer a law and this law has not yot gone into effect. ‘ho Wisconsin 
aw puts tho burden of unomployment insurance entirely upon tho 
employer to the oxtent of providing a fund of 2 percont of the pay roll, 
with tho funds kopt separate for cach employer in tho State. 

Tho Ohio commission has recommended a law placing the burden 
ono third upon the employees and two thirds upon tho omployer, 
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with tha funds pooled in the State. Othor commissions have reported 
in difforont ways and somo aro still studying the problom. 

Tho divorsity of opinion in tho various Statea may moan some 
States will have no plan whatsoover and othors will havo plans 
differing in many respocts and thorefore differing in tho burdens 
thoy placo upon employees and cinployer, anaking comparison 
of wage rates difficult and making competition unfair hotween 
employers located in, different States. Thorofore, it would ho 
desirable if Fodoral legislation can mako tho burdens upon employees 
and employers in the various States more uniform. 

This is, however, a largo, dilticult and complicated question ox- 
tending ovor tho business and industry of the United States and 
therefore requires moro study especially from a national standpoint, 
than I think has as yot boon given to it, and 1 suggest boforo the 
cnactment of legislation along the lino of that hore proposed, desir- 
ablo us its objective may bo, that your committee continuo its study 
furthor. Katucation and loutlorship for tho omployers, for the em. 
ployces and the mombors of Stato b raph on this large and com: 
plicated problom is also highly desirablo, and your committe, through 
tho publicity given to ite studies and its findings, would bo e groat 
factor in crystallizing such work along proper lines. . 

Tho bill now before you proposes a tax of 6 porcont on tho pay roll 
of any company, including in tho pay roll all thoso receiving loss than 
$3,000 por year, In the Wisconsin Act, omployoos affected aro those 
receiving less than $1,500 yer your and thoro the tax is 2 percont, 
Tho tax collected by tho United States from Wisconsin omployors 
would bo, approximately four timos as much as tho burden imposed 
by tho Stato, and tho difference would ho retained by tho Eetoral 
Govoramont. As proposod in tho bill, the Fedoral Government 
assiines no obligations for greater bonofita to employees, or othor- 
wise for tho income it thus receives. That four times ins boon 
worked ont from our total pay roll of $65,000,000, comparing whut 
it would ho undor the Wisconsin Act and undor tho proposed Federal 
legislation. It may not bo exactly four times tho amount, it may ho 
moro or loss, but I just wanted to give you an approximation of what 
that moant, tho difference botwoon your bill with a 6 porcont tax and 
tho Wisconsin law with a 2 poreont tax, and in this bill inctuding 
overybody on tho pay roll recoiving loss than $3,000 8 year and theirs 
in Wisconsin which includes only these under $1,600 a year. 

Furthermore, rathor Un encouraging, it penalizes any company, 
to tho oxtent of 6 porcent of its pay roll, which voluntarily puts un- 
omployment insurance into offect ina Stato where no unemploymont 
insurnneo law exists, because there the company must pay tho Fedoral 
tax in uddition (o tho cost of its voluntary unomploymont insurance, 
We have voluntary unomploymont insurance in the Cenoral Electric 
Co., and wo havo fd it now for almost 4 years. Under this proposal 
ifin ony particular State no unemploymontinsurance law is passed, wo 
will havo t pay into our own fund, and thon wo will havo to pay 6 
percent in addition to the Fodoral Government, 

Mr. Lewis. ‘That moans your policy, in tho human interest. of the 
company in those States would lead you to carry on your voluntary 
syatom under any circumstances? 

Mr. Swopr. It would ‘he very diflicult, Mr. Chairman. We are 
doing it in Now York, and if New York passes a law and if wo also 
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have 4 factory in Indiana, Ohio, or Pennsylvania and they did not 


ass a law, we would not want to differentiate between our people in 
ndiana, Ohio, and Pennsylvania and those in New York, simply 
- because the State legislature has not seen fit to pass the legislation. 
Wo would want to treat our people the same, but then the burden 
comes back on thé employer. In Massachusetts they recognize 
voluntary unemployment insurance which satisfies certain require- 
ments either of your bill or of the State. 


Minimum standards of benefits provided in this bill are very modest, . 


In fact, I think they are too low and are less than those provided in 
the Wisconsin Act. It must be remembered if the minimum is set 
too low many States may comply with only the minimum while others 
* will oxceed such minimum, which again makes the burden upon the 
emp oes and employers differ in various States. 
oluntary plans which would comply with the reports of some of 
the State commissions, would not be subject to approval under this 
bill. The bill calls for a short cprobattons period, which is stated 
as 10 weeks, and this might seriously interfere with purely seasonal 
occupations. In most of the measures they run from 26 weeks to 1 
oar 8 employment by a company before they are eligible for these 
enefits,: 

Mr. Lewis. Would that mean under these measures if a young 

man out of high school, say at the age of 18, did not succeed in getting 
self a job, a primary basic job, he never could come under the 
benefits of the system? : 

Mr. Swore. No; with our company if he works for us one year 
continuously he is eligible, and in Massachusetts if you work there, 
as I remember it, for a period of 26 weeks you are eligible, 

Mr. Lewis. I have not made ig aed clear. There is a qualifica- 
tion required that the applicant for unemployment benofits must 
show previous employment for a certain number of weeks, is that 
your statement? 

Mr. Swore. That is right. 

Mr. Lewis. In the case of a young lady or a young man coming out 
of high school, if they do not succeed in getting employment at any 
time, they never could come under the unemployment benefit system? 

r. Sworz. You have to be employed first, before you are unem- 


ployed. 

Mr. Lewis. Does anyone know whether that condition applies 
under the British system? 

Mr. Swope. I think so. In your bill you have a period of 10 
weeks, There is another point, in a number of States where you 
have seasonal industries, like the canning industry, where you have 
seasonal occupation. : 

Mr.Coorer. The canning industry, did you say? 

r, Swore. Yes; and where they only work for a few months. 

The funds collected from each employer should be kept separate 
in each State, so as to encourage employers to reduce the irregu- 
larity of employment and unemployment as much as possible. If 
the funds are put into a pool, no more encouragement is given to 
those industries which are in position to do better than is given to 
industries where the difficultics or irregularity of employment are 
much greater. For instance, we can make lamps in the summer and 


store them for use in the winter, but you cannot do that with heavy _ 
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machinery, and therefore you do have variations in employment. In 

some industries it is a more serious problem than in others, and if you 
ool all contributions then, of course, the best industries are § penal ed 

by the fi ipa and that does not seem to me to bring about the results 
ou are after. 

é Requirements should be made that all such funds contributed 

should be deposited in the nearest Federal Reserve bank, with the 

provision that at the end of the year interest will be credited on the 


average balances at the average rate of interest paid by the United - - .- 


States Government during such year, This would make the funds 
much more liquid and available in times of need, and with a minimum 
risk of impairment of principal. The difficulty now is if you invest 
the funds in either county, State, of municipal bonds, in times of 
depiession when you want to realize on them it may be the very time 
it is most difficult to realize on them, and from a peneral fiscal Polloy 
it might be an undesirable thing to have to sell them then. T 


would avoid that, because then it would go into United States Gov- 


emment coffers, and they could then invest in bonds or use it as 
they thought best. In other words, they control that fiscal operation. 

I think that the soundest basis for uncmiploy ment insurance is con- 
tributery, so as fo invoke the interest of the employees. Especially 
is this true in the administration of any plan and the disbursements 


of the benefits. The employees are in a much better position to be — - 


the distributing agents for the funds than either the employer or the 
State. The members of the administration committee for each com- 
pany might be elected half by the employees and half by the manage- 
ment. 

Emergencies have arisen and will arise where the needs will tran- 
scend the amount of funds that have been collected, and some special 
ie should be made therefor. That was true, even with the 

nglish, which were based on actuarial calculations, and they had to 
supplement that. When such an emergency arises, the rules govern- 
ing the normal benefits under the plan should be made less rigid, and 
Peper ontendel to the unemployed, if necessary, placed on the 
asis of need. 

That they are discussing in England now. Bofore relief or assist- 
ance is asked from the State or the Federal Government, the employ- 
ees not normally eligible for benefits in each particular organization, 
who are working half time or more, should contribute a small percent- 

e, say 1 percent, of such earnings to the fund and the company for 
whom they are working should contribute an equal amount. If the 
emergency is'so severe that even the funds so collected are inadequate, 
then relief must be sought from the State or Federal Government, 

Ifa plan of contributions is adopted similar to that recommended 
by the Ohio commission, of 1 percent from the employees and 2 percent 
from the employer, the Federal Government might participate in the 
following way: Each employer might deduct from his Federal income 
tax one half the amount he has paid into the fund. The result of this 
would be that one third of the burden would be carried by the om- 
ployee, one third by the employer, and one third by the Federal 

lovernment, This would result in something similar to the English 
plan. 
Mr. Lewis. Suppose the case of an employer who paid no income 


xi 
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Mr. Sworer. There should be a provision in the law that this 
should be deducted from the next Federal tax. Of course, if the com- 
pany is not going to make any profit for some years, it just increases 
their loss, unfortunately, and you‘might take that into consideration. 
Mr. Chairman, may I say that your tax here does that too, because 
vou are going to ask companies who are making money and who are 
losing money to pay this 5-percent tax on pay roll. So that there 
would be no difference in that respect. 

In 1925 an unemployment insurance plan was first proposed to - 
the employees in the apparatus works of the General Electric Co., 
that. is about 75,000. At that time people generally and our work- 
men did not think an unemployment insurance plan was necessary. 
In 1930 the plan was again submitted to our workers and was adopted 
by an overwneliving vote at all of the works. It was entirely volun- 
tary. The results have been highly pa tislactory, Since the plan’s 
adoption in June 1930 normal contributions, half by the employees 
and half by the company, with interest, amounted to almost $400,000, 
and is retained in a trust fund. The emergency provisions of ‘the 
plan went into effect Decomber 1, 1930. From that date to March 
1, 1934, $4,877,000 was ‘contributed. Of this amount, and I want 
you to got these figures, because it seems to me these are very signifi- 
cant, of this total amount of almost $5,000,000, proximately 
$1,160,000 was contributed by the people who are eligible to benefits 
and $1,151,000 from other enpoyes who are not eligible, and 
$2,311,000 from the company. $3,561,000 has been disbursed, leav- 
ing an unexpended balance of $1,316,000 in the unemployment emer- 
gency furd on March 1, 1934. The plan is still functioning. I sub- 
mit a copy of our re for your consideration. 

(The General Electric Co. stabilization of employment plan for the 
year 1934 is as follows:) 

_ 1. To all employees of the incandescent lamp department who are compen- 
satect on the basis of hourly or peerowore rates, and who have been in the employ 
of the department continuously for a period of not less than 2 years prior to 
January 1, 1934, the General Electric Co. will guarantee 62 percent of the normal 
maximum hours of labor preserined for process and nonprocess labor, respec- 
tively, under the code.of the National Electrical Manufacturers Association, or 
any.other code under which any division or department of the incandescent lamp 
* department may operate, which perod will include any vacation with pay for the 
yeat begiunin seuisty otis ,» and ending December 31, 1934. From this 
guarantee will be deducted time lost through ilfness ‘of the employees or through 
plague, fire, flood, strike, repair or replacement of equipment, or other extreme 
em ency. 

Th 8 guarantee is subject to the sollte vere and conditions: 

2. Participation under this guarantee {s optional, and will become effective 
upon receipt by the company before December 31, 1633, of the signed individual 
eppiicaticn of eligible employees, requesting the company to deduct 1 percent 
of their weekly earnings and credit the amount so deducted to these employees. 
The conditions and method of repayment of such fund, plus interest guaran 
at 6 percent, will be similar to that outlined in paragraphs 6, 7, and 8 of the Addi- 
tional Pension Plan of the Company. 

3. The company may transfer any employee to work other than that at which 
he or she is regularly employed, and the employee shall receive the wage rate pree 
vatling for the work to which he or she is transferred, but for not less than the 
minimum hours guaranteed herein. 

. 4. The company may terminate permanently, in whole or in part, any depart- 
ment, factory, division, activity, or job, oF may supplant hand operations with 
- nachinery, and may terminate the employment of some or all of the employees 
previoubly employed therein, without ‘obligation to make paymente under 
guarantee, but such termination of work or employment shall only be made with 


notice to the employee. 
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5. This guarantee of employment does not effect or waive the company’s 
right of discharge in individual cases. 

6. This guarantee expires on December 31, 1934, but it is hoped that in tho 
light of the year’s experience the company may be able to announce a renewal of 
the guarantee, or the adoption of some alternative plan. fs. 

7. This plan is subject to such modifications grt | the hours of ep ynen 
as may be requ red to comply with legislation or with the stipulations 0 3 0 
fair competition, established under the National Recovery Act, which affect the 
houre of employment of labor. 


Mr, Lewis. Now, gentlemen, here is a line of information of which 


the committee will wish to avail itself by way of questions, Mr. 


Cochran. 

Mr. Cocuran. Mr. Swope, I have no intention of getting into a 
political discussion, but I want to propound this question with the 
underlying assumption of new deal labor activities that the interest 
of the employer and the employee are diametrically opposed, and can 
only be handled on a legalistic and essentially autocratic basis. Have 
you found this to be the fact in your organization, or has it been tho 
policy of the General Electric Co. that the employer and the em- 
ployee have common interests which can only be worked out by 
complete cooperation between the employer and the employee? 

Mr . Swore. Of course, I could talk at some length on that, Mr. 
Cochran. I am in favor of a good many things the N.R.A. has done, 
but speaking of the lest question first, I believe, essentially, that the _ 
interests of the employer and the employee are similar. We must 
cooperate if we are going to get the best results. ‘You cannot have, it 
seems to me, a militant relationship between those two, a spirit of 
antagonism. We are wotking for a common purpose, which is to 
produce merchandise for the people of this country of good quality 
and low cost so as to have prices low so that they can be distributed 
to the widest circle of buyers. All of the plans that we have put 
into effect such as this have been by vote of our employees, the 
employment assurance plan has not been obligatory of acceptance. 
When we put in our contributory-pension plan that was also by vote 
of the employees, and the same is true of our life insurance plan, that - 
is also contributory on the part of the employees. In other words, 
we have tried to work together all along the line, and in every depart- 
ment. In each works we have a body. thet speak for our men, with 
whom we meet from time to time at their request, and discuss 
these questions such as hours of work, wages, and conditions of work. 
I do not know that I have made my answer full enough. 

Mr. Cocuran. In view of your statement, if you care to answer 
further, I would like to ask relative to any labor troubles that the 
General Electric Co. has? 

Mr. Swore. Well, fortunately, speaking only for the moment, 
because I do not know what the next moment bring, we have ha 
no labor trouble for 16 years. Of course, today there is a great deal 
of labor unrest. I mean by that people do not know what is coming. 
It is not. because they are dissatisfied with the particular conditions, 
except that they might feel that they are not receiving everything 
that they might receive under other conditions, There is so much in 
the air that it is difficult to forecast. We have had no difficulty as 
yet, but how long that will go on, or to what extent, I cannot tell you. 

r. Cocuran. The reason I referred to labor.troubles within your 
organizdtion was that I felt the policies pursued by your coinpany 
would reduce labor disturbances to a minimum. 
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Mr. Swore. All of these things I have spoken of and to which you 
refer would not take the place of hours and wages. Of course, under 
the code we must conduct our plant in accordance with the code, and 
. we must also have not less than certain minimum rates and try to see 
that our rates for our people are not less than the market rates. 

Mr, Cocuran. Less than the market rates? 

Mr. Swore, No; not less than the market rates, or less than the 
code rates, whichever govorn. 

Mr. Cooper, I would Jike to ask one question for the purpose of 
getting your views, which I respect very much, and that is relative 
o the desirability of the nad of this provision, that is, this act 
into effect at this time. at is your view as to the ability of in- 
dustry to take on this additional 5 percent tax at this time? 

Mr. Swore. I think 6 percent is a fearfully high tax. I asked some 

eople where they got the idea of 6 percent, and I understood it was 
Just the beginning, that it was easier to come down than to go up. 
Of course, you could not impose a 6 percent tax without increasing 
your prices, and, of course, if all industiy is subject to it, then it 
would affect our material, and if you keep your rates of profit and 
loss just the same your prices would have to go up approximately 5 
percent, and that, of course, would increase the buyer's resistance, 
and decrease your consumer demand. People might be willing to 
_ pay 5 cents for an article but thoy would not be willing to pay more 

than that for it. The tendency has been, and the direction in which 
we have been working has been to increase, first, the purchasing power 
and secondly to give to the consumer jue as much for the dollar's 
museneang power as we could, and this works against it for the 
moment. 

Mr. Coorenr. It is my understanding that this bill imposes a 5 per- 
cent excise tax on the pay rolls of industry? 

Mr. Swope. That is right. 

Mr. Coorer. I was anxious to get your views as to whether you 
think under conditions as they now exist in industry, whether industry 
could stand that kind of a tax at this time? 

"Mr. Sworz. I do not know how much industry can stand, but I 
think it is a tremendously high tax, and I do not conceive that the 
bill would go through with a 5 percent tax, because, as I have tried to 
show, it is much higher than any tax yot even considered by an 
State unemployment insurance plan, Itis much more than you need. 

Mr. Cooper. Do you think the imposition of a & percent tax on 
the pay rolls of industry would retard epi de 

r. Sworr. Yes; certainly. It would either increase the losses 
of your industry or increase the selling price of your articles or both, 
both of which are against the public interest. 

Mr. Cooren. Of course, the 5 percent tax has to go somewhere. 

Mr. Swope. Of course. — : 

Mr. Coorer. It either has to come out of industry or be passed on 
to the consumer. 

Mr. Swope. Of course. 

Mr. Cooren. It is your thought, then, that such a tax at this time 
would retard the recovery of industry? 

Mr. Swope. Yes, sir, 

Mr. Cooper. And the improvement of economic conditions? 
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Mr. Swore: I go further then that. As I tried to indicate in my 
statement, I think 5 percent is too high even if industry could stand 
it, borates it is not necessary for the purpose you are trying to 
accomplish. 

Mr. Coorer. What would be you thought, Mr. Swope, as to the 
proper amount of this excise tax 

. Swope. Well, not more than 2 percent. 

Mr. Coorer. Two per cent? 


Mr. Swore, Yes; that is what they contemplate in Ohio, and 


that is what is contemplated in Massachusetts; and in New York, 
as I remember it, it is 14 percent, and in Wisconsin it is 2 percent, . 
and then, as I said, you could have the employees contribute, I 
heartity believe in the contribution of the employer, the employee, 
and the State. I think contribution of one third by the employer 
one third by the employee, and one third by the Government woul 
ve r : 

Mr. Coon. Your preference then, would be a 3-way voluntary 
cooperative plan? 

Mr. Swore. Yes, sir. 

Mr. Coorer. That is, the employers, the einployecs, and the 
Government cooperating in a 3-way voluntary plan 

Mr. Swope. Yes, sir, and, you seo, too, under that three-way plan 
it would take nothing at all from the Government. It would mean 
the Government would get less in particular years, but it would not 
take anything out of the coffers of the Government. ; 

_ Mr. Coorer. Would you be prepared to give us some estimate 
as to the probable in ‘of a 2 percent excise tax on the basis con- 
templated in this bill? 

r. Swope. To the United States? 

Mr. Coorer. In other words, what would be your estimate as to 
the approximate yield if the excise tax was at the rate of 2 percent 
rather than at the rate of 5 percent as provided in this bill? 

Mr. Swope. No; I am not able to estimate that. 

Mr. Cooper. As I now recall the Secretary of Labor gave us an 
estimate that the 5-percent excise tax would yield substantially 
$1,000,000,000 a year. 

oi SH OFm: Yes. Then, of course, 2 percent would be 40 percent 
of that. 

Mr. Cooper. If that estimate is accurate, it would be a matter 
of calculation as to what 2 percent would yield. 

Mr. Swore. I should think that is low, just as a rough guess. 

Mr. Cooper. You think so? 

fr. Sworr. Yes; however, the Secretary is in a much better 
position to know than I am. 
r. Cooper. So far as your industry is concerned, or your com- 
pany, your plan is operated purely on a voluntary basis 
r. Swore. Yes, sir; it has been now, I should say, almost 4 
years, I do not know if you understand what I mean by “volun- 
tary.” Its inception was voluntary. It was by vote. Of course, 
its continuing is not voluntary either on the part of the company or 
theemployees. As long as the plan continues we have to go on with it 

Mr. Coorsr, All employees have to participate if they retain 
employment with the company? 

r. Swope. Yes, sir. 
52846249 
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Mr. Coorer. But it was initiated on a voluntary basis? 

Mr. Swore Yes, sir. 

Mr. Cooper. Then, since it has been put into effect, all people who 
remain in the employment of your business havo to participate in it? 

Mr. Swore. No, not all of them, those only who aro eligible for 
benefits, 

Mr. Cooper. I see. 

Mr. Sworr. And the company contributes an equal amount. 

- Mr. Lewis, Congressman West. 

Mr. West. Mr. Swope, I was interested in what you said about 
the burden of tho 5 percent of the pay roll of the industry. Do 
you think that burden would be reflected in the increased price that 

he industry would have to secure for its products? Wouldn't it 
be only, perhaps, a moderate part of that inasmuch as labor costs 
really only constitute a part of the cost of industrial cperanone? 

Mr. Swore. I am assuming that this applies to all industries, and 
if that is true, that will effect all material that is bought. 

Mr, West. That is what I want to find out, just how you justify 


Mr. Swope. If you assume that you put this into effect nationally, 
then that will affect copper, Pig iron, and all of the products we use, 
cotton, and everything else. I mean fabricated cotton. All of our 
labor will be affected, both the direct labor and the indirect labor, 
and what we call indirect supervision will be affected as soon as it 
comes in under the provisions. It would not be quite & percent, 
because our fixed charges would not go up, but it would be between 4 
and 6 percent increase, You will either have to add the increas 
cost on the ultimate price of the product or it will have to come out 
of the industry. 

Mr. West. Could industry’s profits bear that much of a burden? 

Mr. Swore. Not today. : 

Mr. West. Of course, not today, but assuming conditions become 
more normal through our expected business improvement, and it is 
anticipated that this as a permanent plan would operate on the basis 
of what we expect to be a more normal condition in industry, could 
industry’s profit bear the burden of writing this percentage into 4 
reservé for the pera of the worker against unemployment? 

Mr. Swore. That is going to vary with almost every industry, 
depending upon its profits. I have made some calculations on that. 
For instance, for the year 1929, & percent of the pay roll of the Gen- 
eral Electric Co. would have amounted to $6,000,000. The Wisconsin 
bill only contemplated $1,800,000 for unemployment nsurance. It is 
very much in excess of what we really need, the job you are trying to 
do, and it is much in excess of what we have ever contributed in these 
years we have worked under it. 


Mr. West. With a moro normal period of business you feel a reserve . 


fund could be built up with a smaller percentage that would ade- 
quately cover anticipated unemployment? 

Mr. Swope. Yes, sir. 

Mr. West. To clarify the thought along this line, we have, I think, 
from the National Industrial Conference Board authority for the 
statement that in the period of 5 years peieaodlatehy preceding 1929 
the volume of wages increased 13 percent; industrial profits generally 
snereeee 72 percent, whereas corporation dividends increased 265 
percent, 
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Now, according to their analysis of that situation industrial profits 
and dividend increases went into industrial expansion and production 
increase in that poriod. Ordinarily you would expect a shortage of 
labor, a greater demand for labor, but the fact is that there was a 
decline in the demand for labor during that same period when we 
have an increase in production. So that there was an increase in 
production and a decrease in the demand for labor. In the year 1928 


when industrial profits increased $7,000,000,000, there was_a decrease. 


of $60,000,000 in the total volume of wages, and during that period 
there was a relatively stable price level. My thoughtis, Would itbe | 
possible through an agency of this character to divert into an assurance 
jund against pnemployieent a part of this percentage that has gone 
into larger industrial profits into building up of protection against 
unomployment? Does that seem to you to be a reasonable justifica- 
tion for this ae taped 

Mr. Swore. Of course, it will depend entirely on how it affects 
varying industries, and that seems to me to be an important part of 
the study you have to undertake. You do not want to destroy in- 
dustry, and all industries cannot stand a uniform burden, and, of 
course, our problems are different, and that is one of the great difficul- 
ties you have confronting you in computing a percentage to cover all 
kinds of industry in the different States. 

Mr. West. There is an clement of elasticity there that should be a 
part of the program? 

Mr. Swope. Yes, sir. 

Mr. West. Of course, I have been impressed by this analysis of the 
roport of the National Industrial Conference Board and have had a 
conviction that perhaps the tendency cither could be somewhat 
reversed, or, at least, modified, and that a part of the large percentage 
that has gone into industrial profits and into industrial oxpansion 
could bo turned toward building up of the volume of wages and the 
safeguarding of tho wage earner. 

r. Swope. I think so. Had we been able to put our plan into 
effect in 1925 wo would have had a much larger reservo in 1930, 
You cannot do that before you are ready for it. Our people said 
thero is not going to be any unemployment, and we do not want to | 

ive up any small percentage of our wage, and they did not do it. 

ve years later they wero willing to doit. Your opportunity now is 
to consider this question or study this legislation so that as conditions 
Improve, which we all look forward to, why, then, you can build up 
that reserve for the next rainy day. : 

Mr. Coorrr. I would like to ask one more question, please, Mr. 
Swope. Just what was the statement you made with reference to 
the Federal Reserve bank in connection with this fund? 

_Mr. Swore. That has beon one of the problems that has been 
discussed, as to what we are going to do with those contributions 
that accumulate in large amount, to hundreds of millions of dollars. 
The thought has been to put them into county, State, Federal, and 
municipal bonds. Then when unemployment comes, in order to 
realize on those bonds, you will have to sell them, and, of course 
market conditions then may not be very propitious for the sale o 
those securities. My suggestion is the money should be put into the 
Fedoral Reserve banks, not invested by us or tho State, and the 
Federal Reserve banks should allow interest on that money at the 


128 UNEMPLOYMENT INSURANCE 


average rate of interest which the United States Government is pay- 

ing on their securities a eet year, and then the Federal Reserve 

banks in accordance with the policy of the Federal Reserve Board 

shall invest in Government bonds or whatever they wish to invest 

in, just depending upon the broad fiscal policy of the Government, 

and it becomes a matter then of Government control, and you do not 
sturb the market from a forced sale of the securities. 

Mr. Coorer. Then, is it your understanding that under the pro- 
— visions of this plan embraced in this bill that the funds collected 

through tho imposition of this 5 percent tax, or whatever the Pick 
centage of the oxcise tax may be, that this fund would be held by 
the Government as a reservoir to be used in caze an emergency arose? 

Mr. Swore. Yes. 

Mr. Coorrr. As it was necessary to pay unomployment benefits? 

Mr. Swore. Yes. Of course, that is not now provided in the bill. 

Mr. Coopzr. Yes. 

Mr. Swore. I would go further and say that the States must put 
their funds into the Federal Reserve banks. 

Mr. Cooren. It is your thought that that provision should be 
included in the bill? 

Mr. Swope. Yes. 

Mr. Cooper. That this fund should be accumulated and should be 
held in reserve and used for this particular purpose? 

Mr. Swope. Yes, sir. 

Mr. Coorer. That these funds should not go into the general 
yh : : 

Mr. Swore. No, sir. 

Mr. Cooren. Of the United States? 

Mr. Swore. No, sir. 

Mr. Cooper. Now, I got the impression from the Secretary of 
Labor that the plan was that this money should be collected and go 
into the general Treasury of the United States, and the thought 
naturally arose in my mind that if the money is thore in the general 
funds of the United States and Congress sees fit to appropriate it, 
why, then, when tho emergency does come we might be in the same 
situation we are in now. 

Mr. Swore. Yos, sir; but if you have it ear-marked at least you 
have that much to begin with. I would go further, too, that any 
State law that the Federal Government would approve must. have 
its funds put into a Federal Reserve Bank in the district in which 
they are operating. 

Mr, Cooper. I also understood from the Secretary of Labor that 
there was some doubt as to whether funds of this kind could legally 
be car-marked. Are you prepared to give some information on that? 

Mr. Swore. No. 

Mr, Lewis. I believe Mr. Swope and the Secretary of Labor were 
thinking about different situations. Tho Secretary of Labor was 
thinking about a tex collected that was not taken advantage of by 
the State having provided insurance scheme, that would go into the 
- Treasury. I think Mr. Swope is addressing himself to the question 
of reserves to be built up in the State under State systems. 

Mr. Coorer. I got the impression from Mr. Swope that it was 
Federal Reserve, and it was not State reserves. 
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Mr. Swope. If you are go to impose this tax as a means of 
putting more money into the ury of the United States, that is 
one thing, and if you are doing it for unemployment insurance I 
think it ought to be kept for that purpose: point is both the 
Federal funds in excess of that collected by the States and the State 
funds should go into Federal Reserve banks. 

Mr. Cocnran,. Mr. Swope, this bill provides that the plan of unem- 
ployment insurance shall 
~ that fact, do you think that the resolution should be enacted now, 

or would its preeene enactment tend to retard recovery? Should we 
do more at the present than encourage a careful study of it? 

Mr. Swore. That is what I think. Ido not think wo are ready for 
Fedcral legislation. I do not think we know enough about it yet. 
Necessarily even among the different State governments that aré 
studying it, the proposed laws are not uniform. There is the greates 
disparity between the probationary periods, the waiting period, an 
the per ods during which benefits are paid and whether the fund 
should be pooled or not. Those things are the very substance of the 
bill. ‘Those are the important points. So, therefore, my thought is 
I think your committee can give leadership and direction to this 
study by conducting it. It is a big problem and a complicated one 
for industry in America. We are coming out of this depression, but 
before we get into another period of slump we should have unemploy- 
ment insurance set up under the leadership and direction of the 
Federal Government, but I do not think it is essential to be done at 
this session. 

Mr. Cocuran. Do you think the enactment of it at this time would 
tend to retard recovery? 

Mr. Swope, I think it would surely if you have a 5-percent tax. I 
think it would retard recovery in two ways. 

Mr. Cocuran. As to a 2-percent tax, can industry face the exaction 
AA ate tax now, even though it docs not become effective until July 1, 

Mr. Sworr. It would make the loss of industry greater, but I 
would not say they could not stand it. We can stand a good deal. I 
think you ought to give a longer period of convalescence before putting 
this burden onto industry. 

Mr. West. There would not be objection to preparation for such 
appropriation now, perhaps taking effect later 

fr. Swope. Yes; I beltevo in preparation. 

Mr. West. Because the opportunity for some adequate remedial 
legislation of this character is greater now, than it might be 2 or 3 
years hence, assuming that we will have improved business condi- 
tions. After all, largely, the building up of a reserve fund rests 
upon the assumption that we build up this fund during a period of 
employment, of good business conditions, so as to anticipate an 
unemployment period later. If we allow this thing to go on into 
another period of prosperity there will be no preparation for it then, 

Mr. Swope. I think you ought to go ahead with your prenaretin 
Of course, my remarks are directed against this particular bill, this 
5 peccent tax on pay rolls of all thosé receiving less than $3,000 per 
year, . go into effect at a certain time. I do not think industry is 
rea or * 

r. West. Building up a reserve fund now during a period of 
extreme depression would be very unwise? 


ecome effective July 1, 1935. In view of = 
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Mr. Swope. Yes. 

Mr, Lewis. I have a number of questions: Hfow many people 
does tho General Electric Co. employ? 

Mr. Swore. Today? 

Mr, Lewis. Yes. Rough figures are sufficient. 

Mr. Swore. Botween 40,000 and 50,000. 

. Mr. Lewis. How many did it employ in 1928 and 1929? 

Mr. Swope. ‘Between 75,000 and 80,000. 

---Mr, Lewis.-Tho 35,000 not now ean ployed by the company aro 
hardly receiving theso benefits provided 

Mr. Swore. Not all of thom; no, sir. Many of them drifted away 
into other industries and aro not now on the pay roll of the company, 
and many of thom are not receiving bonefits. That $3,600,000 has 
gono to people whotm we expect to call back into the industry as soon 
as we can find work for thom. 

-Mr. Lewes. In the social protection situation which you have set 
up so admirably, you do provide old-age pensions? 

Mr. Sworr, Yes, sir. 

Mr. Lewis. And sickness insurance? 

Mr. Sworn. We do not, but the employees do; yes, sir. 

Mr, Liwss: That is, they have built a fund of their own for that 

purpose? 
_ Mr. Swopr. Yes, sir. 

Mr. Lewis. How about life insurance? 

Mr. Swore. We have that. Both the company and the omployees 
contribute to that. ; : 

Mr. Lewis. But the sickness insurance represents contributions by 

the omployces only? — ; 
- Mr. Swore. Yes, sir, and, of course, in sickness and accident due 
to tho occupation that comes under the Workmen’s Compensation 
Act, and that we bear entirely. a ee 

Mr. Lewis. You also make provision for disability? 

Mr. Swopr. Yes, sir. ; 

Mr. Lewis. If the accident compensation law in the State con- 
cludes with 3 years’ benefit and 14 years’ benofit for disability, the 
company carries on that same disability? ; 

r. Swore. Not only the compa ; this is a contributory plan, to 
which the employees contribute themselves. If it is life disability, it 
goes on for life. 

Mr. Lewis. Then, in addition to these menstres, you have this 
unemployment fund? 

Mr. Sworr. Yes. 

Mr. Lewis. That means, then, that the General Electric Co.’s 
tan of protection embraces all of tho clements embraced by the 

erman or the British systems, all of their objectives? 

Mr, Swore. Yes, sir. 

Mr. Lewis. You have gone through, did I understand, an oxpe- 
rienco of stabilization or regularization of your employ ment! 

Mr. Sworr. In a certain department, in tho incandescent lamp 
departinent. 

r. Lewis. Can you remember tho figures well cnough to tell 
us whether that has moant reducing the number of employecs em- 
ployed at any particular time? Let mo mako it concrete. A com- 
pany has work 6 months during tho year at a seasonal trade. it 
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employed 500 men for 6 months. Conceivably it could regularize 
or stabilizo its industry by working 12 months a year, and employing 
250 men, but from the point of view of the lawmaker that would be 
working an injury rather than a benefit on the whole. Two hundr 
and fifty employees would bo off all the timo. What has tho oxperi- 
ence of your regularization plan been in that regard? 

Mr. Swope. You might say our regularization plan meant nothing, 
That is to say, woe had this long before, but the employeo did not. 
know it. Now, we tell him in advanco, wo give him a year’s assur- 
ance of 62 percent of employment. Wo nover told him that before. - 
That is the only difference. Wo have not cut down at all. 

Mr. Lewis. No disturbance to your employment was involved? 

Mr. Swore. Wo had a condition of regularized work, but tho only 
difference is now we tell them, and guaranteo that we will tako care 
of them to that oxtent. 

Mr. Lewis. I know how profoundly and sincerely you have thought 
about this whole subject, because I am familiar with the literature you 
have given tho country. Do you know of any particular addition 
which might be made to this treatment of this bill, for examplo 
that would improve the spread of employment, so that instead o 
when the market demand falls off, and continues to fall off, going from 
6 days to 4 days, 6 men would be pen 4 days’ employment instead of 
4 men being given 6 days a weck by dropping ono third of the em- 
ployees? Havo you thought of an amendment to this bill that would 
improve the spread of employment for that purpose? 

r. Swope. I should think you would not want it in this bill. 
You havo it in the National Industrial Recovery Act, and that is 
exactly what we aro trying to do now in industry. A good example 
of that is in tho textile industry where under tho limitations of tho 
code they havo 80 machine hours per weck. That is two shifts of 
40 hours each a week. In December when that industry saw that 
their goods were piling up faster than they were selling them they 
reduced that to 60 machine hours per week, and therefore ran at 75 
percent, therefore spreading tho work, if I understand what you mean. 

Mr. Lewis. Yes, sir. 

Mr. Swore, And I think that can be dono, as industry under the 
codes learns moro about how to do that job, and I think that is the 
proper place for it. ; 

Mr. Lewis. Tho wholo of industry would bo represented in the 
treatment of the problem there and not a fraction, Stato by State? 

Mr. Sworr. Yes. 

Mr, Lewis. So that if the N.R.A. legislation proves to be perma- 
nent it will provide a better agency for achioving that object than 
this “insurance” plan? 

Mr. Swore. I think so, becauso thon, don’t you sco that then wo 
aro adapting it to each particular industry, and cach particular 
industry has its special considerations. 

Mr. Lewis. My colleaguo spoke of the three-way plan which meets 
your approval, that is, the pinlayers contributing ono third, the 
employees contributing one third, and the Stato or Federal Govern- 
ment one third, In the light of this measure have you any sugges- 
tions that would enable us to apply the three-way plan, or oven a 
two-way plan, say, for employors and employees coneabu links 

r. Swope, I do not know; you mean how you could do it? 


e 
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Mr, Lewis. Do you think of a way of modifying this measure so 
that both would be contributors? ; 


loyers. Now, if you have that provision in your bill, two thirds 
ein, contributed by the oinployers and one third ; 


_ the fund, the result would be that ono third would be contri 
the empl 


Mr. Lewis. Now, certain minimum requirements are laid sae 7 

C) 
employer were contributing in such a degree as to sustain $7 a week 
atid the employee came in with contributions that would double the 
employers’, what would you think of the possibility, theoretically, of 
paying $14 a week as a minimum? 

r. Swope. $7 a week is pretty low. It is lower than in any 
State bill. . Wisconsin has $10 a week and some States have given 
$15 a week, and our own has a $20 a week maximum; not more than 
half of the employees’ pay in a week or a maximum of $20. 

Mr. Lewis. Not more than half pay? 

Mr. Swore. Not more than half pay, or a maximum of $20 a week. 

Mr, Lewis. You think under those conditions the employee might 
be let into the contribution to improve the amount of payment? 

Mr. Swope. Yes; because $7 a week is really inadequate for a 
situation of that character, it seems to me. I said in my statement 

is too modest. 

Mr. Lewis. Now, with reference to the cumulative effect of a & 
percent tax, the only figures I have in mind are those of the manufac- 
turers’ census, I think, perhaps, as late as 1927. ‘The wholesale value 
of the products of the manufacturers, which did not include, of 
course, the railroads, utilities, nor the farms or coal mines, the whole- 
sale value of the products manufactured in the United States is 
about 62} billions of dollars. The proportion of wages and salaries 
to that wholesale value was 22} percent, and a &-percent tax on the 
wage fund would amount to about 1.3 percent of the wholesale value 
in that particular case. Supposing all of these factory products have 
gone through two wage processes, raw material and tho final product, 

percent on the wholesale value would hardly rise above 2 percent, 
but I thought yon stated that it seemed to you that the cumulative 
effect might rise as high as 4 or 5 percent. 

Mr, Swore. I am assuming you put this into effect nationwide, 
and, therefore, that would affect all of the material, wouldn't it? 

r. Lewis, Yes. 

Mr. Swore. To tho extent you say, of maybe 2 percent. It would 
affect our pay roll below $3,000, under the provisions of the bill 5 
percent, of course. 

. Lewis. Yes. 

Mr. Swope. Now, the effect of that would be less than 5 percent, 
but I should say it would be around 4 percent. I am just estimating. 
I asked some of our cost estimators yesterday, because I thought that 
that question would come up, and their statement was the same as 
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ours, but if you consider the material, then their costs would go up 
between 1 and 2 percent, and then if you consider the material and 
the other factors your cost would go up about 4 percent. Tho things 
that would not be affected are the fixed charges. 

Mr. Lewis. Mr. Folsom said yesterday in some detail that the 
difficulty of imposing this tax at a specific time is the fact that the 
depression had not disappeared or clearly showed aisspperTanes, and 
as a substitute for fixing the first day of July 1935 or the first any of 
July 1936, let us say, his suggestion was that the time of the going into 
~ effect of this tax s 
mation when the employee indices and price indices concurre 
dicating that recovery was assured. Would that meet your idea, Mr, 

wope ; 
Mr. Swope. It would be much better than fixing a date. There 
is no question in my mind about that, but I would go further and say, 
and, of course, you know better than I do on that—whether really 
today you are ready to enact this legislation, because thore are so 
many contradictory factors that vau have still got to bring together 
and harmonize, I think you are doing a fine piece of work by focusing 
attontion on it and it is educational. 

Mr. Lewis. Many years ago I read a statement by a German pro- 
fessor which impressed me. He said there is a science of politics. It 
is the science of feasibility. At this time, when the American con- 
science has at least been awakened on this subject, as I know you 
have prayed it should be awakened, we have a real possibility of 
getting the will of the people asserted through this bill. The thought 
occurs to me that if it is not done now we will be in the situation of 
a man being criticized for not mending his roof, who answered, “ Well 
if it is not raining it does not matter, and if it is raining I can’t mend 
it, of course.” My experience in public life makes that homily very 
" applicable to this situation. It seems to me that the idea of a proc- 
lamation applying this tax when the economic conditions permit 
meets all of the requirements on the subject. 

Mr. Swope. If you do that, Mr. Chairman, I hope you will make 
the burden on the industry much less than you propose in this bill, 

Mr. Lewis. I think that is alteg: see likely, sir. [am not speaking 
for the committee, but I think that is altogether likely. Of course, 
no one has thought, or, at least, the authors of this measure do not 
think that it would be cure for depressions. It has not been a 
cure for-the dlopreeson in Great Britain, and it has not been a cure 
for tho depression in Germany, although it ought to reduco the ex- 
fremity of the grade. 

Now, with regard to the deposits in the Federal Reserve banks, let 
us go into that just a moment. You were thinking of the reserve 
fund that would be raised in each of the States, the accumulated 
reserves. They ought to be invested safely. They ought to be in- 
vested with some return, and they ought to bo invested where the 
funds could be immediately reached. That was your thought? 

Mr. Swore. Yes. 

. Lewis. Miss Perkins was speaking of the tax peymenis in 
those rare instances where the State employers and the States them- 
selves would not provide for the organization of these insurance 
institutions, Are there any further anton by the members of the 
committee. Thank you very much indeed, Mr. Swope. 


ould be determined, say, by Presidential proclas 
inribe ind din ine 
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oon Swope. Thank you, Mr. Chairman, and members of the com- 
(The unemployment pension plan of the General Electric Co. is as — 
follows:) . 


GENERAL ELECTRIC EMPLOYEES UNEMPLOYMENT PENSION 
PLAN—STABILIZATION. OF EMPLOYMENT—UNEMPIOYMENT 
PLAN—BYLAWS, RULES, AND REGULATIONS 


Schenectady works, General Electric Co., Oct. 1, 1930. Supersedes preliminar: 
: Ss fess ‘announcement made June 16, 1930) si . a ? 


Scuenectapy, N.Y., June 16, 1930.. 


e t 
of manufacturing for stock to avoid seasonal fluctuations and of producing at 
times of serious depressions even such special apparatus as turbo-generator units 


i ry 
ng men at work. the eneral program which has been 
used to effectuate this ie described in the attached han under the heeding 
“Stabilisation of Employment.” Every effort will be made to carry out suc 


4. In times of unemployment emergency, cooperation and assistance from those . 
employees of the company not usually affected by unemployment, and assistance 
by the company in equal amount. 

The plan may bo arent’ by each works as a unit, by a majority vote of its 
eligible employees. It has now been adopted or is being considered by the 
employees of all works. It is of further Interest that the plan is quite generally 
favored by departments which are not usually subject to lay-off in periods of 
unemployment and whose members would not make normal contributions to 
the fund, but would contribute during the unemployment emergencies. 

This plan is not final in form or in substance and may he modified by joint 
action of the employees and the company. It is an interesting experiment 
in which the company is glad to join its employces, first, in endeavoring to fin 
a solution and, second, in ameliorating the tragic effects of unemployment on 
particular employees, who are in no sense responsible for their unemployment. 

Gerarpb Swore, President. 


STABILIZATION OF EMPLOYMENT 
WHEN BUSINESS 18 INCREASING 


1. Increase the working force by adding employees as sluwly as possible. 

2. Increase the number in especially busy departments by transfers from 
other departments. 

3. Resort to overtime in particular departments and generally before increasing 
the working force. 

4. Postpone plant renewal and maintenance work as much as possible, employ- 
ing the men on regular production. 


WHEN ORDERS BEGIN TO FALL OFF 


1, Cease hiring atonce. 
2. Cut out all possible overtime and bring departments down to the normal week. 
3. Transfer people from slack to busier departments. 
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5. Build standard apparatus for stock up to ...-.. months chipments, based 
on avérage of last three years sales, adjusted to expectation of néxt two years, _ 
6. See that stocks at all factory and district warehouses are brought up to this 


8. Cut the working week as generally and gradually as possible, by depart- 


with construction of increased plant facilities previously planned, 

using our own men as far as possible. ee 

10. Drop new employees with leas than 1 year of servico—singts people with no 
dependents aed who are most easily spared first—always with not less than 1 
week's no 

11, In accordance with our custom established for some time, employees should 
be told whether it is a temporary lay-off due to lack of work, or Permanent lay-off 
and in every instance of anent lay-off the usual compensation, if any. 6 ould 
be paid, depending upon the character of work, age, and length of service. 


Generat Erectaic Emptovers UNEMtLOYMENT PENSION PLAN 
BLIGIBILITY—NORMAL CONTRIBUTIONS 


1, Any employee with continuous service with the company of 1 year or more 

is eligible for participation in the General Electric employees_unemployment 
ere’ 4 y affirmative action 

articipate in the plan and by so doing agrees to pay Into a trust created by 


Electric Co. unemployment pension plan trust’”’ (hereinafter referred to as the 
“‘trust”’), approximately 1 percent of his actual weekly or monthly earnings for 
3 years after the beginn ng of his participation, but only so long as such earnings 
are 50 percent or more of his avérago full-time weekly or monthly earnings, or for 
such shorter or longer period as may be determined from time to time by the 
administrators of the plan. These normal contributions shall cease in abnormal 
times of unemployment, as outlined In article 19 hereof. (The normal contribu- 
tions may be deducted semiannually from supplementary compensation of em- 
Ployees with 5 or more years of service. 

‘o simplify the collection of contributions, employees may be grouped accords 


ing to earnings. Deductions will then be made as follows: 

Deduction 
seml- 

Apes | Deductias trom Bee 
iu nm eirom . 
Class Annus) pay rates weekly per week | cent sup- 
rate plementary 
coinpensa- 
Wis vvaccsesobitadess Under $1,000. ........2...ccccecccecenccesecees $15 $0.15 2.90 
Beccicccsuceistces 1,000 C0 $1,100.02. ....cccccccescecscscnececeee 20 20 5 20 
oie etoisosacsts {ROO 00 $1,909. ca cccnssoceccosvcssnasacaescnne 25 25 680 
Di ssisicecdcovsenss 1,400 C0 $1,699....20.ccccccccccascsscenecccocs 30 30 7.80 
Fes sicssdaieciudes 1,700 (0 $2,999... 2... eccecncesececerencseee 35 35 9.10 
Boo ediiecs conetees O00 to $2,309. coc ccc cece ceca wc eee ee seenes 40 40 10.40 
Do wcscesicsdntacnce 3,400 (0 $2,999... occas cnecccenccecceecccennee! $0 50 13.00 
Wi cedcdsndecccn cave 000 C0 $3,099. oo... ccc ccc cccnccccesceccnccnee 65 65 16.90 


2. The General Electric Co. will contribute to the trust an amount equal to 
that contributed by the contributing employees. 


Amount allocated for various purposes 


3. Three percent of the normal contributions pald into the trust by contributing 
employces and by the company may be considered by the trustees as available for 
ayment to employees or former employees in need, as provided for in article 10 
ereof. The trustees shall be authorized to make loans to employees as specified 
in article IT hereof to an amount not in excess of 27 percent of such normal con- 
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tributions paid into the trust. The balance of the normal together with all 
emergency contributions so patd into the trust and all interest shall be made 
available by the trustees for unemployment payments as epecified herein. 


ORGANIZATION AND ADMINISTRATION 


4. Tho plan may be adopted at any works and the company will contribute as 
provided in article 2, upon an affirmative vote of 60 percent or more of the eligible 
emplovece of that worke, 

. The General Electric Co. will create the trust, and renewals thereof, whose 
trustees will be the custodians of the fund contributed by the employees and by the 
_ General Electric Co., and the General Electric Co. will guarantee 5 percent annual 

interest thereon. For 2 years after the inauguration of the plan, the General 

Plert 6 Co. pay the administration expenses, including time of men necessary 
for . administration. r this preliminary period, the expenses of administer- 
ing the plan will be determined and an agreement reached between the company 
and the administrators of the plan as to a proper method for bearing such ad- 
ministration expenses. 

‘6. The plan will be administered in units of each works. 

. The administration of this Plan at each works shall be vested in a board of 
not less than 4 nor more than 16 administrators, one half of the number represent- 
ing and élected by the contributing eniployees and the other half appointed by the 

resident of the General Electric Co., with a chairman elected by the administra- 
from amongst themselves and the chairman to have a vote. Such other 
officers shall be elected as the administrators deem necessary. 
_ 8. At the larger worke‘a number of committees may be appointed by the ad- 
ministrators, dependent on the number of employees. 


PAYMENTS, LOANS AND REPAYMENTS 


9. No payments are to be made from the trust for at least 6 months after its 
creation and thereafter only to employees who have made their normal payments 
for at least 6 months. 

10. Need.—Payments to any employee, or former employee of the compan 
who has been retired on old age or disability pension or disability relief, and who is 
in need, will be considered Ly the administrators, and after Investigation such 
action will be taken for such amount and for such a period as may be approv 
by the administrators. 

11. Loans and repayments.—(a) The trustees shall be authorized to make loans 
to those who have been contributing employees for 6 months and have made their 
payments for 6 months into the trust. Loans may be made by such trustees to 
such contributing employees in amount not exceeding $200 each, with or without 
interest, as may be determined by the administrators. 

6) Repayments on loans may be made to the trust by deductions from the pay 
roll, such deductions to begin when the contributing employee fs given full-time 
work by the company, and to be in amount approximately equivalent to 10 per 
cent of his weekly pay, or an amount over such 4 period as may be determined by 
the administrators. If a contributing employee who has been gronted a loan 
leaves the employ of the company, he shall repay his loan upon terms to be ar- 
ranged by the administrators. : 

12. Unemployment.—The administrators will define unemployment. 

13. When a contributing employee receives notice of temporary lay-off from 
the company, notice shall also go to the administrators. 

14. For the first 2 weeks of unemployment there shall be no payment from the 
trust to a contributing employee. 

15. After the first 2 weeks of aera ploy ments and subject to the approval of the 
administrators, payment to a contributing employee will be made. : 

16. Payments made to a contributing employee shall be epprenmeey 50 per- 
cee ra 8 average weekly or monthly earnings for full time, but in no case more 

n r week. 

17. Such payment to an Individual contributing employee shall continue to the 
extent approved by the administrators, but in no event longer than 10 weeks in 
12 consecutive months. 

18. When a contributing employes is working part time because of lack of work 
and receiving less than 50 percent of his average weekly or monthly earnings for 
full time, he will be eligible for payments to be made from the trust amounting to 
the difference between the amount he {s receiving as wages from the compeuy an 
He steel he might be entitled to as outlined herein and as taid down from 

) me. 
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WHEN NORMAL CONTRIBUTIONS CEASE 


19. When contributing employees are temporarily latd off or working part 

time, the weekly payments made from the trust for unemployment amount to 3 

percent or more of the average weekly earnings of contributing employees (a3 of 
he preceding quarter ended 

trators shall notify the sampany, of this fact and normal collect 

tributing employees, as outlined i | . Fu 

ministrators shall notify the company eekly. thereafter the amount of the pay- 

ments made from the trust and the relation of s 

of contributing employees. _ 


EMERGENCY CONTRIBUTIONS 
20. The company agrees, upon such per eeation, to make a rir caas that an 


unemployment emergency has arisen, and to put the following into effect: 
The followin enierectey pa ments to the trust shall begin and continue as 


long as payments from the trust fund amount to 2 percent or more of the average . 


weekly earnings of contributing employees and until the total of the trust is not 
less than 75 percent of the previously attained maximum. 

(a) From all those employed by the company at the particular works and 
receiving 50 percent and over of their average meekly, or monthly full-time earn- 
ings approximately 1 percent of the peony or monthly earnings. This includes 
all the clerical and supervisory staff, including the highest officers of the company 
connected with the particular works. 

(8) All the general and district commercial, general manufacturing, engineering, 
and administrative employees of the company at all works and offices in the 
United States not on a particular works y roll, shall contribute their proportion 
of the percentage outlined in aragraph (a) of this article, Their proportion shall 
be determined by the ratio of the number of contributing employees of the worke 
at which an emergency exists to the total number of eligible employees cf all 
works of the company (for example, if Schenectady should adopt the. Sp and 
its Uyanbotpe employees should be 20 percent of the total number o eligib! 
employees of all works of the General Electrio Co., then 20 percent of 1 percent 

hall be deducted from the employees designated in paragraph (6) of this article). 

(c) ‘The company will contribute to the trust an amount equal to that con- 
tributed by the employees as provided in this article. 

The method of collection of emergency contributions shall be in accordance 
with instructions tesued by the comptroller of the company. 


NORMAL CONTRIBUTIONS RESUMED 


21. After an emergency ts over, the administrators shall decide upon the re- 
newal of normal payments into the trust from the contributing employees and 
the length of time they shall continue, similar to those outlined in article 1. 
After a contributing employee has recefved ayments from the trust in time of 
unemployment, the administrators shall dect e, after his return to work, whether 
he shall again be called upon to pay into the trust, depending upon the condition 
of the trust, the length of time he has been a contri uting emploxee before re- 
ceiving such payments, the amount of such payments and the length of time they 
shall continue. 
PAYMENTS WHEN EMPLOYEES LEAVE OR DIE 


22. When a contributing em loyee leaves the company for any reason (Includ- 
ing discharge, retirement on old age or disability pension or disability relief) or 
dies, the teustees will pay to him, if iving or if not living to the beneficiary desig- 
nated by him in writing and filed with he company, or in default of such desige 
nation to his estate, an amount to be determined as follows: 

From his normal contributions (art. 1) will be deducted any payments made 
to him (arts. 10 and 12 to 18). f, at the works where he was employed, the 
plan has a net operating loss (arising from other than Serr te and repayments of 
normal contributions) this pro rata share of the loss will then be deducted and 
the balance will be paid as above provided (in addition to the amounts payable 
in accordance with tie regular old age or disability pension or disability relief or 
death benefit plans of the company). No payment will be made until any tcan 

the employee has been repaid. 

23. When ‘amounts are pafd in accordance with article 22 hereof, an equal 
amount shall be paid to the company. 


uch to the averago weekly earnings 
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24. Certification of the amount of the contributing employees’ net payments 
as outlines in article 22, made by the comptroller of the. SoIpARY, shall bb aecepted 


as na oe 
25. All ments or loans from the trust fund are contingent upon tho avail- 
ability of trast funds at the time of application. 5a 


INTERPRETATION—AMENDMENT AND TERMINATION OF PLAN 
26, Rules and regulations governing receipts and payments under the plan 


will be made by the administrators, and thelr rulings will be final, After the 
plan has been in operation for 2 years, the administrators may decide in view of 


thelr experience, what the normal amount to be collected from a contributing - 


employee shall be, the percentages to be set aside for payments and loans as 
herein provided, the amount to iS pald to contributing cme loves for unemploy- 
ment, and the amount of loans that may be made and the terms under which 
repayments shall be made. 

27, This plan may be modified, amended or changed at any time by recom- 
mendation of a two thirds vote of the administrators, at each participating 
worke. 

. 28. If, because of enactment of any law, state or Federal, or for any other 
reason, it appears to the company that it would not be good policy to continue 
its support of the plan, it will confer with the administrators and will give them 
at least 400 days notice of its decision as to abandonment of its support of the 


an. 
: 29. The employees, acting through their administrators, may decide to con- 
tinue the plan and trust without the support of the company as herein pro- 
vided, in which event the company will be entitled to receivo only one half the 
emoene at would have been paid to participating employees as outlined in 
_ article 22. 

30. If the administrators, clected by the employees, decide to abandon the 
plan and two thirds of the contributing employces concur, each contributing em- 
ployee will be paid the same amount he would receive if he then left the com- 
pany (art. 22). An equal amount will be paid to the company (Art. 23) less the 
amount, if any, the company has received in accordance with article 29. Any 
balance then remaining to the credit of a works unit shall be Pe Par by the 
trustees to a purpose or purposes recommended by the board of aduiinistrators 
as beneficial to the employees at that works. 


Generat Evectric Emptovees UNemeLoyMent Pexston PiLaxn—Bytaws, 
. Scuenecrapy Works 


ARTICLE I, ADMINISTRATORS 


1. The plan at the Schenectady works shall be administered by a board of 
administrators 10 in number. Five administrators (hereinafter referred to as 
elected administrators) shall be clected from among the contributing employees 
{un epee at such works. Five administrators (hercinafter referred to as ap- 
point administrators) shall bo appointee by the prc ions of the General Elec- 

ric Co. in accordance with the plan. All admints 
the General Electric Co. 

2. Tho term of office of all administrators shall be for 3 years and until their 
respective successors shall be clected or appointed, as the caso may be, except 
that tho terms of office of two of the initial elected administrators and of two of 
tho Initial epyolntes administrators shall be 1 year; and of two of the initial 
rane administrators and of two of the initial appointed adroinistrators shall 

© 2 years. 
3. The elected administrators shall bo clected by ballot at_an election held 
during the month of December in cach year for the pur of electing successors 
to those elected administrators whose terms shall expire. Such provision as to 
nom{nations prior to elections and such regulations as may be nceessary for the 
conduct of such elections shall be prescribed by the board of administrators from 
me to time. 

4. The administrators shall have all the powers and authoritics expressly con- 
ferred uyvon them by the plan, and in addition thereto may exercise all such powers 
and do all such acts and things as may be necessary or incident to the administra- 
tion of the plan in accordance with the provisions thereof. 

. The board of administrators may adopt rules and regulations for the ad- 
ministration of the plan and appoint committces, standing or special, from time 


rators must be Employees of 


Sey 
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to time, from among their number or otherwise, and confer powers on such com- 
mittees and revoke such powers and terminate the existence of such committees 


at pleasure. 

é. Elected administrators may be removed from office at any time by two thirds 
voto of the elected administrators, ratified by a majority vote of the contributing 
employees of the plan eligible to vote for his successor. Appointed administrators 
may be removed from office by the president of the General Electric Co. 


ARTICLE Ii. OFFICERS 
1. The executive officers of the board of administrators shall consist of a chair- 


man, vice chairman and secretary, all of whom shall be elected annually by and __ 


from i of the board at their first meeting after the election of the elected 
administrators. 
2. The duties of the chairman shall be to preside at the meetings of the board 
of administrators and to perform the other duties usually appertaining to that 
office and such other dutiés as may be determined by the board. 

3. The vice chairman shall perform the duties of the chairman in the absence 
of the latter and such other duties as may be prescri y the A 

4. The secretary shall keep accurate records of all meetings of contributing 
employees and of the board of administrators and shall send 4 copy of all minutes 
to The trustees (care of F. B. Cliffe, Schenectady), and shall have custody and 
care of such records. He shall notify the trustees (care of the works paymaster) 
of all applications for payments a Eroved by the administrators. He shall pere 
form such other duties in the administration of the plan as the board of adminis- 
trators may prescribe. . 


ARTICLE It. MEETINGS OF THE ADMINISTRATORS 


1, The board of administrators may meet at such times and at such places as 
it may determine. Special meetings may be called by the chairman. 

2. At all meetings of the board of administrators three elected administrators 
and three appointed administrators shall be necessary and sufficient to constitute 
& quorum for the transaction of business, and the act of two thirds of the adminis- 
trators present at any meeting at which there is a quorum shall be the act of the 
board of administrators. 

ARTICLE 1V. VACANCIES 


1. If the office of any elected administrator becomes vacant by reason of death 
resignation, removal, disqualification or otherwige, his successor for his unex tired 
term ahatl be chosen at a special election, and if the office of any appointed 
administrator becomes vacant for any reason, his successor shall be appointed by 
the president of the General Electric Co. 


ARTICLE V. AMENDMENT OF PLAN 


1. Amendment of the plan pursuant to article 27 thereof shall only be made 
after action at two meetings of the board, the second of which shall be held not 
less than 30 days nor more than 90 days after the first meeting. 


ARTICLE VI. AMENDMENT OF BYLAWS 


1. The bylaws may be altered or amended, or repealed in whole or in part by 
action at two meetings of the board, the second of which shall be held not less 
than 30 days nor more than 90 days after the first meeting. 


Rutes aNp Reavunations ADOPTED BY THE ADMINISTRATORS, SCHENECTADY 
Works, Genera, Exectric Emprorees UNEMPLOYMENT PENSION PLAN 


These rules supplement tho plan and the bylaws at the Schenectady works. 


EMPLOYEES AND THE PLAN 


1. Applications for parlicipants.—Applications for participation in the plan 

may be secured from works councilmen, department offices of the pay-roll de- 

artment. Completed applications bearing signatures of the applicants should 
forwarded to the pay-roll department. 

2. Employees who resign from the plan.—Normal contributions made to the 

fund by contributing employees who voluntarily resign from the plan will be 

left to their credit until they leave the employ of the company, at which time 
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peiiae fo rata share will be computed and refunded as provided fn the plan, 

3. Employees who allempt fraud.—An employee who shall attempt to defraud 
the plan may be expelled by vote of the administrators, upon sufficient f 
being found, and shall lose all claim upon the fund and hall not be entitled to 


ploy’ 
ayment of normal contributions for the required time (such as 3 years) continu 
Phoreatter to be regarded as “contributing employees.” sare) ‘ 


-f 
refund will be made as though he had left the company. If, without breaking 
d has been made by 
any works is subsequently transferred to Schenectady works he may again 
ble for payments 


in earnings of at least 50 percent of his normal hourly earnings, and not less 
than his weekly unemployment compensation. Temporary. work 


9. Approval of administratore.— Applications for loans may be approved, at the 
discretion of the administrators In each case, after reviewing the circumstanves. 
10. Conditions under which applications for loans will be considered.—(a) A 

n need through personal chanel enone or 

© loaned an 


(b) A contributing employee who has received the maximum amount of unem- 
ployment payments in accordance with article 17 or 18 of the plan may be loaned 
an amount not in excess of his average weekly earnings and not in excess of $20 
per week, while unemployed thereafter, but not exceeding a total loan of $200. 

(c)} A contributing employee who has received the maximum amount of unem- 
ployment payments in accordance with article 17 or 18 of the plan and who on 

account of lack of work has been earning less than an average of $20 per week for 
a period of 4 weeks may be loaned weekly an amount not to exceed the difference 
between his earnings and $20 per week for the period of reduced earnings, but 
not exceeding a total loan of $200. Under no circumstances may the combined 
amount of the weekly earnings and loan exceed his normal week's wages. 

(d) A contributing employee who, during a period of not less than 3 months 
has, on account of lack of work, earned less than three fourths of his norm 
earnings may be loaned an amount not exceeding one third of his loss of rae 
during that period. If a contributing cmplyee is granted a loan on this basis, 
or in accordance with the preceding paragraph, the perlod used in computing the 
amount of the loan must be climinated in computing any subsequent loans to 
that contributing agg ve and the aggregate amount of loans outstandiu 
must not exceed $200. epay mente of loans, granted under the provisions 
this paregraph, shail begin at a time and shall continue at a rate to be determined 
by the board of administrators. : 

11. Employees unemployed or working part time.—(a) If, because of his own 
Unemploy ten or part-time work, an employee does not make normal contribu. 
tions for a time, his period of payment of normal contributions will not be extended 
beyond the 3 years originally scheduled. ; 

(b) If, because of an unemployment emergency, the collection of normal con- 
tributions fs suspended for all contributing employees at this works, the period for 
the collection of norma! contributions will be extended beyond 3 years for all 
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employees who have not completed payment of their normal contributions for 
3 years, for a time equal to the period for which normal contributions were 
suspended. 

c) If an employee is temporarily removed from the pay roll for an pips hae 
other than unemployment, and is subsequently reinstated without breakin 
continuity, his period of payment will be extended until he has made normé 
contributions for 3 years. 

REPRESENTATION 


12. Representation by works councilmen.—(a) In factory departments in which | 
the works councilmen are contributing employees, safd councilmen shall act as 
representatives of the contributing employees in their reapective departmenits} 

departments in which the councilmen are not contributing employees and in 
departments not repicernted on the works council, representatives shali be 
elected by the contributing employees in those departments to serve terms cor- 
responding to the terms of works councilmen. 

by There shall be an annual meeting of fronscntatives of the contributin, 
emp cyees on thé third Tuesday of January for the purpose of receiving reporté 
submitted by the executive officers and receiving suggestions from the contribut- 
ing employees, through their representatives, Representatives s be con- 
sidered as offictal delegates to this meeting with full authority to vote for th 
contributing employees repreasited by them. 

(c) Special meetings with representation as outlined in 12 (t) may be called by 
the board of administrators, if in the opinion of the board such meetings are 
necessary. 

? ADMINISTRATORS 


13. The works council shall determine five divisions of the worke. Each 


there shall be held in each division from which an ad- 


eclared as nominees and their names 
shall appear as such on the final ballot. On the final ballot there shall be no 


15. Afeetings of administrators—The board of administrators shall meet on 
the first Monday of every month or at the call of the chairman. 
. Duties of adminisirators—In addition to those specified in the plan and 
bylaws, the duties of the administrators are: 
f 9) it eee by January 10 of each year the officers provided for by article II 
of the WB. 
(6) TO appoint such committees or assistants to the executive officers as it 
may consider necessary for the efficient administration of the plan. 
@ a” approve or disapprove all loans applied for under the provisions of 
article II o 
(4) To approve or disapprove requests for unemployment payments, provided 
for in articles 12 to 18 of the plan. 
¢) To approve or disapprove applications for payments to employees in need, 
provided for in article 10 of the plan. 
({) To arrange for an annual audit of the accounts of the plan. 
(9) Such other duties as may be considered of assistance in the efficient opera- 
tion of the plan. 


he plan. 


AMENDMENTS TO BYLAWS 


17. Amendments may be initiated by the contributing employees by submitting 
to the board of administrators a petition bearing the names of 15 representatives 
of contributing employees. Each administrator shall be sent a written copy of 
the proposed amendment at least 1 week prior to the date of the administrators’ 
meeting at which the amendment is to be voted upon. 

(6) When a proposed amendment to the plan or bylaws has been approved at 
one peeling of the administrators, it shall be submitted to a meeting of the 
representatives (rule 10) to be held before the second meeting of the administrators. 
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ABANDONMENT OF PLAN 


18. If it is decided to abandon the plan (art. 30 of the plan), nofurther normal - 


payments shall he collected from the contributing employees and no unemploy- 
ment payments shall be made and no loans shall ranted; repayment of loans 
granted prior to date of decision to discontinue shall continue until fully paid; 
tollef payments may he continued if funds are available until final distribution 
offunds. Final distribution, as provided {n article 30 of the plan, shall take place 
approximately 18 months after the deciston to abandon the plan. 


OTHER RULES AND REGULATIONS 


49, Administrators may, from time to time, adopt other rules, or change these. 
Such new rules, or changes, shall be reported promptly to the representatives 
and published in the Schenectady Works News. 


Mr. Lewis. Mr. Howard Cullman. 
- SYATEMENT OF HON. HOWARD S. CULLMAN, OHAIRMAN, NEW 


YORK CONFERENCE FOR UNEMPLOYMENT INSURANCE LEGIS- 
LATION, NEW YORK OITY 


Mr. Lewis. Will you please tell us whom you represent, your 
relation to this subject, and so forth? 

Mr. Cuntuman. Mr. Chairman, I am appearing here today at 
your request as chairman of the New York Conference for Unemploy- 
ment Insurance Legislation, which is the earn, Spa of practically 
all of the important welfare social agencies in New York City that 
have for many years tried to enact unemployment insurance in New 
York State. As chairman of this conference and as an employer and 
as a citizen, I offer my unqualified indorsement of the Reger laws 
bill. -I fully agree th the President, the Secretary of Labor, and 
our other enlightened leaders that this measure is, from a social view- 

oint, ono of the most important that has come before Congress in a 
ecade. 

We, in New York, are keenly aware of the need for a permanent 
plan of ee ore reserves. Charity and all forms of tempo- 
rary relief not do. They have proven very costly to both 
industry and the State. A recent report to Governor Lehman shows 
that 217 million dollars were open for direct relief from November 1, 
1931, to February 1, 1934. Jf the temporary set-up had met the 
pre em, the cost would not be all-important. But the system has 

een inadequate and has demoralized the men and women who were 
shir e seek this emergency care. It has therefore failed from every 

oint of view. 
c Experience in New York State has made the public ready for unom- 
ployment insurance. The State commission, which studied the 
subject, reported favorably. The Governor has urged the enact- 
ment of an unemployment insurance bill. Bills are now pending 
before the Stato legislature, sponsored by tho New York State 
Federation of Labor and many welfare and civic organizations of 
which the New York conference represents a large group. 

Last year, o bill was passed by the senate of the State of New York. 
Unfortunately a small group of reactionaries who have consistently 
opposed all social legislation, killed the bill in the assembly committee 
for purely political reasons, despite the overwhelming demand of 
poe partis that the assembly promptly ratify the action taken by 

e senate. 


a Ss 
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Up to the present time the principal argunient of opponents of 
unomployment insurance in New York has been that it would penalize 
industry in our State. With industrial costs already high in New 
York, it was argued that the additional burden of contributing to an 
unemployment reserve fund would serve to drive industry to neigh- 
boring States. 

Mr. Lewis. What was the tax suggested there? 

Mr, Cunuman. Where? 

-Mr, Lewss. In the one you are talking about now? Sat go 

Mr. Cunuman. We are talking about 2 percent. Many have felt 
this argument to be specious, in view of the fact that social legisla- 
tion has in the past had little {f any discouraging effect upon industry. 
Nonetheless this fear of losing some competitive advantage bas served 
as a pretext for opposing unemployment insurance. 

The Wagner-Lewis bill effective i ends this contention by placing 
all employers on an equal basis. At the same timo the floxible pro- 
visions of tho bill, permitting each State to frame its own specific 
measure, will make it possible for the laws to meet tho particular 
needs of each Stato. : 

, At the present time, alncuen public opinion in New York State 
is ready for an unemployment insurance bill, the legislature is eagerly 
awaiting Federal action. This, I believe, is also the situation in 
other States. Some system of unemployment reserves must now be 
established while the ovils of unemployment and haphuzard relief 
are vividly before us, since oxperionce has shown us that we are prone 
to forget these evils all too quickly as soon as conditions improve. 

_ Tho Congress of the United States holds the key to the situation 
in the Wagner-Lewis bill. This bill can and will lay the foundation 
for safeguarding American citizens against tho evils of insecurity. 

Now, if 1 may, I would liko to amplify that statement briefly. I 
respectfully disagreo with the statement that was made hefore your 
honorable body this morning that any national progress or any social 

rogress advancing security and protection to labor can ho ontored 
into in this country on a voluntary basis. None of the great meas- 
ures of social progress havo been accomplished on that basis. It 
could not be done with the Workmen’s Compensation Act, nor could 
it be dono in the case of child-labor legislation. All of the progres- 
sive legislation which has been enacted in this regard has been done 
on n compulsory basis rather than on a sent asis, I have very 
great respect for Mr. Swope and tho General Electric Co. Unfortu- 
nately, we have very few General Electric Co.’s in this country. 
_ L think we ought to protect labor of the country at large and the 
individuals also who have not the foresight that Mr. Swope and his 
organization has shown to such a great degree in these times. I 
want to go on record as opposing any delay in the enactment of this 
legislation. Delay to my mind will mean sabotage and the loss of 
the work we have put in for many years in trying to put through 
tncmployment insurance. Today everybody is looking to Washing- 
ton on all social legislation, on all progressive legislation of all kinds 
affecting the welfare of the Nation, and they are marking time to see 
what is going to happen in this particular instance to the Wagner- 
Lewis bill and in other instances to other legislation, and I think if 
this bill is not enacted it will do more harm than if this bill had never 
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been proposes here at all. We need a national plan of unemploy- 
ment insurance for the Nation as a whole. e the P.W.A., the © 
C.W.A., and the 0.0.0. and all of these other organizations have 
done a marvelous job and have been a help in this time of emergency, 
I think they have been merely palliative. I think also they have 
done, on the other hand.a great deal to undermine the morale and 
self respect of the individual. 
_ In regard to a point made by Mr. Swope regarding the different 
_ States and the legislation in those various States adaptable to the 
industries and the situations within the States, as I understand the 
agner-Lewis bill, each State has a right to keep on discussing ad 
infinitum the conditions applying to their own industrial plants. 
- There is no objection to the State planning in any way they want to, 
but they are forced to make contribution to the general fund in case 
they do not have a fund for this purpose and in case they do not 
meet the requirements set-up. ; 
I further disagreo with Mr. Swope that the imposition of a 5 percent 
- tax would necessarily mean a price increase of 5 percent in products, 
because the labor cost in most products is a very minor factor, Take, 
for instance, the tobacco industry. In the manufacture of cigarettes 
the labor is slightly under 2 percent of the total cost of the article. 
Mr. Lewss. Of the cost of the article? 
- Mr, Cuneman. Yes, sir; of the cost of tho article. Take 6 percent 
of 2 percent of the total cost of that commodity and it amounts to 
practically nothing. It is reasonable to expect that we will have the 
same situation in regard to other industries where the cost of labor 
to the total cost of the article may be even less, and where a 5 percent 
tax on the labor factor may be an insignificant fraction of a percent. 
Tn some factories where the labor cost is an important factor it ma 
et up as high as Mr. Swope has suggested, to 3 or 4 percent, but 
oubt if on a cross section of all manufactured articles if the additional 
cost will average more than an increase of 1 percent to the consumer. 
Of course, there will be some exceptions. Miss Perkins has suggested 
that the funds realized by the imposition of this tax would amount 
to approximately 1 billion dollars a year, Based on the experience 
of the last few years unfortunately a billion dollars is not as large a 
sum as it was once thought to be, but a billion dollars is still a sub- 
stantial amount, but I am paper that we can get many billions of 
dollars in the reserve fund. If we never need it all the better, but I 
am bot eat in favor of a substantial tax. I am in favor of a tax of 
approximately 6 percent, because unless the reserves are substantial 
in amount, unless we have what we call a kitty in the pool, I am 
afraid the main intent and objects of this bill will not be made avail- 
able. Ithank you. . 
Mr. Lewis, You said you were speaking at the moment as an 
industrialist. What employment do you represent? 
Mr. Cutuman. The tobacco business. 
Mr. Lewis. Cigar manufacturers? . 
Mr. Cutiman. I supply cigar manufacturers with their raw 
material when and as they need it. 
Mr. Lewis. With the raw material? 
Mr. Cunuman. Yes. 
Mr. Lewis. Thank you, Mr, Cullman. 
Mr. Lewis. Mr. Leeds. 
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STATEMENT OF M. E, LEEDS, REPRESENTING LEEDS & NORTHRUP 
CO., PHILADELPHIA 


Mr. Leeps. I wish to testify as a relatively small manufacturer who 
has used snsrnpyoene insurance, a private plan. 

Mr. Lewis. Won't you tell the committee for the record your 
relation to this subject, and what medueley yon represent? 

Mr. Leeps. Yes; my name is Morris E. Leeds, president of Leeds 
Northrup Co., manufacturers of technical apparatus, electrica 
measuring and temperature measuring equipment. We have had a 
private employment fund since 1923, and I have watched the progress 
of this sort of proposal, private and publio with a great deal of interest 
since that time and before, and I am convinced, that nothing but 
legislation by the National Government will satisfactorily meet the 
situation, and so, I am heartily in favor of the general principles of 
your bill. I want to submit for whatever they may be worth a rather 
complete record of what happened in our case. I do not mean by 
submitting this that you should encumber your record with it if you 
do not think it important to go into the record. 

Mr. Lewis. Won't you take a little time to tell us a word about it, 
and your experience? 

Mr. Leeps. I shall be glad to do that. We began accumulating 
a fund in 1923, and we accumulated it at the rate of 2 percent on our | 
pay roll each pay day and set it aside in a trust company so that it 
would not be at the hazards of the business, but for that particular 
purpose. At that time we had no experience in unemployment such 
as we have since run into, and on our past experionce we thought that 
if the fund had in it as much as twice the amount of the largest pay roll 
of the previout 12 months it would be sufficient for the emergency. 

Mr, Lewis. How many employees do you have? . 

Mr. Leeps. I will submit an employee statement. Itis a complete 
statement by months, and shows that the number has ranged from 
228 in January 1923 to a maximum of 1,170 in 1930. : 

Mr. Lewis. Thoy are largely technicians, or very skilled mechanics? 

Mr. Leeps. They ranged from the skilled mechanics to their 
helpers, and a good many women are included among the employees. 
The processes are largely subdivided so that it is not a case where one 
skilled mechanic makes an instrument. It is one of those subdivided 
process which are now very common in industry. 

Mr. West. Is there any great seasonal demand in your industry? 

Mr. Leeps. No. 

Mr. West. It is relatively stable? 

Mr. Lreps. Yes, it is relatively stable, and there is very little 
seasonal demand. 

_ Mr. Lewis. You spoke a while ago about 1,100 employees at one 
time and 228 at another. 
_ Mr. Leeps. That was on account of growth. Ours was one of those 
industries that grew up pretty rapid during this period and the range 
was from the beginning to the maximum, which was in 1930, but as you 
wl see, if you care to look over this table, there was not much fluctua- 
ion. 

In the first table there is the statement of the contributions year by 
year that the company paid in, running $15,000 in the year 1923, then 
$8,000, $6,000, $7,000, and then down to 1927 there was a contribution 
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of $700, and in 1928 it went up to $7,000, and again in 1929 it amounted 
to $29,000, then nothing in 1930 or in 1931, and then again $6,000 . 
in the year 1932. There was a total amount of contributions by the 
company of $74,000 and with interest accumulations added it makes 
a total of $87,000, as the amount of the fund which we had available 
to meet unemployment requirements. 

On the second page there is a statement of the average number of 
poopie on the pay roll by years, and the total pay roll, which amounted 

to $11,201,061 in that time, from the year 1922 through the year 
1932. There is also a statement of the pay roll that was covered by 
insurance in those years, a total of $7,900,000, and of the total bone- 
fits available, and then there are these other statements of enployees 
which I think will make possible any kind of analysis of what hap- 
pened in our case that you care to make. The benefits which were 
paid out were on this scale: For 3 months’ service with the company 
we paid 3 weeks’ benefits; for 1 year’s service with the company we 
aid 7 weeks; for 2 years’ service with the company we paid 10 weeks; 
or 3 years’ service with the company we paid 15 weeks’ benefits; for 
4 years’ service with the company we paid 20 weeks’ benefits; and for 
& years’ service with the company and over wo paid 26 weeks’ benefits. 

So, you see, we ran into rather longer benefits than are ordinarily 
specified for terms of service of that length. ‘The beuofits paid were 
on the basis of 76 percent of the income at tho time of :tismissal, based 
on the normal week's wages, for employees who had dependents, and 
if a person had no dependents it was 50 percent of the average or 
normal week’s ages, There are other benefits of unemployment and 
they are described in this little book here. 

ow, with regard to‘the amount of the percentage tax on the pay 
roll which is necessary to meet the requirements, these figures for 
what they are worth indicate that considerably less than 6 percent 
would be needed. The statistical requirements of this fund, if we 
had paid everybody laid off during thé period would have been $157,- 
000. This is slightly less than 2 percent of the pay roll of those 
insured. So, on the basis of this experience, I cannot understand the 
reason for so large a figure as 5 percent. 

Mr. Lewis. Your reserves are not even yet exhausted? 

Mr. LeEps, Oh, yes, much more than exhausted. We only ac- 
cumulated $87,050 in the fund, but there is no reason why we should 
not have accumulated more on that 2 percent basis, except for the 
fact that on our previous experience we felt that when we had a cer- 
tain maximum that we would not need to accumulate any more, so 
that there were considerable periods during that time when we were 
not accumulating anything at all due to that false impression. On- 
our previous experience we felt that we were not going to meet such 
a depression. 

Mr, Lewis. Beginning with a 2 percent tax in 1923 you think you 
would have been able to meet it on your plan? 

Mr. Leeps. Yes, more than meet it. Wo went through a very 
severe depression. Our maximum year probably ending in June 
1930, was just under $6,000,000, and at the depth of the depression 
we were down under $2,000,000. So that you can sce wo suffered 
very severely. We are a capital gouds industry, and we suffered a 
very severe measure of the depression. In spite of that measure of 
the depression these figures seem to me to indicate that so large a tax 
as 5 percent of the pay roll is not necessary. 
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Mr. Lewis. Two percent would have enabled you to go through with 
your plan, even when you got down to one third of your peak? 

Mr. Leeps. It would, sir. 

Mr. Lewis. If it is not disclosing any private information, what 
were your figures in normal years, not the peak years? 

Mr, Leeps. That is difficult to say on account of this srowts factor. 
As I showed you from the employee record it ranged from 238 om- 
ployees up to 1,100 employees, showing the growth factor. When 
you have gone through a period 
rate, itis not easy to say what your average is, 

Mr. Lewis. I think you better explain the growth factor for us. 

ye peeps: The growth rate, the rate of increase in volume of 
our business. 

Mr. Lewis. You mean your business increased from 2.28 to 11? 

Mr. Leeps. As specified in number of employees. 

Me ewe That is, it multiplied by about five during that 
erlo | 
Mr. Leeps. During that period the number of employees increased 
that eel: “I do not have tho sales figures, but there was a similar 

growth. 

Mr. Lewis. Generally speaking, you believe that in this country, 
as in other countries, society must face the duty of making proviston 
on the subject by general law? 

Mr. Leeps. I do, sir; and I not only believe that, but I believe in 
the light of our experience that the care of the unemployed was ulti- 
mately placed at the door of the Federal Government, in the light of 
our experience that it is very difficult. to get State governments to 
act, that it is quite proper to have a Federal law on the st hace 

Mr. Lewis. Would you prefer that the law itself be uniform in its 
requirements as to benefits and in the imposition of burden, and 
would you hae to have its administration in the States, or down 
here in Washington? : 

Mr. Legps. I think that the provision that you have in the law 
that the employer may be exempt for what ho pays in each Stato is 
& wise ono, if that answers your question. “ 

Mr. Lewis. Perhaps I had better answer it myself by saying that 
representatives in any other parliament in the world would be repre- 
senting 60,000 people, and we here in Congress are representing from 
& quarter of 9 million to 300,000 people, and yet the continuous 
addition of administrative functions is making ‘the discharge of 
legislative duties by Members of Congress nearly impossible. 1 
. feol whilo the necessity ¢xceeds the competitive matter, these inter- 
ferences with industry, or these conditionings on industry should be 
uniform to protect competitors and that, as early as possible the 
administration should be left back home with the respective States. 

Mr. Leeps. Yes, I agree with that. 

, Mr. West. Of course you do feel that the compulsory element 
in the program is essentla , if we are to safeguard the building up of 
this fund for an einer eeney Your own experience has shown if it 
is voluntary there will be periods when the management will feel 
that there is no danger of unemployment, and they will allow pro- 
visions for the fund to lapse, but if you have a compulsory feature 
you will have a continuous preparation against an emergency. 

Mr, Leeps, Yes, I a with that, except I do not think they will 
start if it is allowed to be voluntary in any very large number. 


like 1923 to 1929, at a rapid gréwth 
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Mr. West. Yes. 

Mr, Leeps. I think the number of voluntary plans will be very few 
indeed. I say that not only on the basis of the experience that we 
have had, but as a member of a committees in Philadelphia that made 
an effort to persuade other companies to have voluntary plans. 

Mr. West. Your experience has been that there is a reluctance 
on their part to initiate them? 

Mr. Leeps. Yes. I do not think you are quite fair in saying that 
it was a lack of interest that made us lapse from time to timo in our 
contributions. In our case it was just a mis-estimate of the responsi- 
ay we were up against. 

r. West. Your judgment was that the period of the emergency 
was adequately safeguarded by the preparation which you made, 
which seemed to be adequate at that time? 

Mr. Leeps. Yes; but as a matter of fact it did not prove to be so. 
..Mr, Lewis. In other words, you were good samaritans, but bad 
actuaries? 

Mr. Leeps. Yes; we were. 

_. Mr. Lewss. Mr, isle seems to think that fixing a determined 
date if the tax were reduced to 2 percent would not bo so serious a 
matter if by the date for application of the tax as provided in this 
bill recovery had been complete. If 5 percent were imposed it might 
be burdensome, and yet a 2 percent tax might he suffered and we 
would have the institution started or established. 

‘Mr. Leeps, Yes. I agree with that. I must say I am a little ata 
loss to know why a 2 percent is such a formidable factor to employers, 
because other munes affect our pay roll more than that, and we just 
absorb them. Nobody simply asks for a 2-percent increaso in pay, 
They ask for 5 or 10 percent, and they get it. 

_ Mr. Lewis. Material costs rise more than 5 percent when they 
rise in price. 

Mr. Leeps. Yes. Just one more thing that I would like to suggest. 

Mr. Lewis. I wish you would say anything that will help us in our 
decision. 

Mr. Leeps. If the national law is passed, I suppose you have con- 
templated the situation of the employer who is near the border line of 
bankruptcy and at the end of the year can’t pay this tax, be it 2 
percent or 5 percent. It seems to mo that what the sployer will 
do is meot his current pay roll if he can poets raiso the monoy, 
hoping at tho end of the year ho will have better business and there- 
fore be in a position to pay his tax. As an administrative measure 
it might be worthy of consideration to have it set aside at more 
frequent periods than once a year. 

Mr. Lewis. I think that is a valuable suggestion. Have you any- 
thing further? 

Mr. Leeps. No, I have nothing further. There is a lot more 
information in there, but there is no use burdening you with it now. 

Mr. Lewis. Yes. Any matter of importance may be supplied for 
the record. 

Mr. LEeps. You might be interested to know that while many of the 
amounts paid to these people were rather small, on the other hand, 
among some of our higher-priced people their benefits ran up as high 
as $941 and $965. 

Mr. Lewis. The committee thanks you for your contribution. 

(The documents referred to by Mr. Leeds are as follows:) 
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UNEMPLOYMENT Funp-—RESOLUTION OF BoARD oF Directors—CoMMUNICATION 
to BoarRD OF COUNCILLORS—-ARTICLES GOVERNING ADMINISTRATION AND 
Controt—JuLy 1923—Leeps & Norturve Co., 4901 Srenton AVENUE, 
PHILADELPHIA * 


RESOLUTION OF THE BOARD OF DIRECTORS 


Whereas the nature of the business of the Leeds & Northrup Co. is such as to 
require a specially skilled class of employees, and 

Whereas in times of business depression, experience indicates that it becomes 
necessary to lay off a portion of said employees due to lack of work, with the 
consequent Jposs bility of losing such employees permanently: Therefore be it 

Resolved, That the company establish a fund to be known as the “unemployment 
fund” of the Leeds & Northrup Co., to be used for continuing the pay of such of 
its employees as may from time to time be laid off for lack of work, at such rates 
and for such periods of time as may hereafter be determined by a committee 
authorized by the executive committee of the company; and be {it further 

Resolved, That commencing January 1, 1923, the company shall contribute to 
this fund weckly an amount not exceeding 2 percent of its total weekly pay roll 
until such payments, with the interest accumulations, shall have brought the fund 
up to an amount equivalent to twice the maximum weekly pay roll in the preced- 
ing 12-month period, and then no further payments shall be made until at the 
end of any weekly period the fund shall have fallen below 4 figure equivalent to 
Oyite Mie maxunwa weekly pay roll for the then preceding 12-month period; and 

urther 

Resolved, That the fund be placed in the hands of the Germantown Trust Co. 
as trustee, operating under a mutually acceptable trust agreement, the trustee to 
receive all moneys paid to the fund by the company, to invest such moneys in 
euch manner as they may see fit, to receive interest accumulations upon the fund 
which accumulations are to be added to the principal amount in their hands, an 
to pay out of the fund for the purpose for which the fund fs set aside, such amounts 
as are from time to time certified to by such person or persons as this board may 
from time to time designate; and be it further 

Resolved, That the company appropriate at this time the sum of $5,000 as a 
first payment to the fund, representing approximately 2 percent of the total ay 
roll for the first 7 months of this fiscal vear. (Minute of board of directors, Feb. 


i 
COMMUNICATION FROM EXECUTIVE COMMITTEE, TO COUNCIL 


Feprvary 18, 1923. 


We have now started an unemployment benefit fund in accordance with the 
attached resolutions of our board and deed of trust executed with the German- 
town Trust Co. We should like to have vou assume the chief responsibility for 
the management and disbursement of this fund under the following general 
conditions. If council fs willing to assume this responsibility, the company 
will accept the conditions of paragraphs 6 and 7 and isstie orders to the trustee 
for payments from the fund and approve investment by the trustee, only upon 
weitten instructions from the unemployment fund committee as specified. 


CONDITIONS 


1. The fund shall be used to continue for a time and in part not exceeding 
75 percent, the pay of such of the companys permanent wage carnin ean ploy ces 
as may from timo to time be laid off because of lack of work and shall be also 
used to compznsate those who due to lack of work have their working houra 
reduced below the standard, which is now 44 hours per week, to an amount 
not exceedirg 75 percent of the amount representing the time thus lost. 

2. Permanent wage earning employees shall be defined as those who are re- 
ceiving annual compensation of less than $2,600 per year, who have been in the 
employ of tho company more than 3 months and who have not signed a definite 
written statement that their employment fis temporary. 

his fund shall be used only for those who are laid off because of tack of 
work and shalt not apply to those who are discharged from the company’s em- 
ploy; but if the appeal board shall recommend that a discharged employee be 
reinstated and the company does not reinstate him he shall be compensated 
under the fund as if laid off. 

4. The rules governing the payment of the money to those laid off shall be 
formulated by a joint committee of the council and the executive committee 
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consisting of 3 members clected by the council and 2 by the executive committee, 
but shall only be effective when and in the form finally approved by council. 

5. The administration of the find under these conditions and the rules approved 
by council shall be in the hands of a joint committee of council and the executive 
committee, to be known as the unemployment fund committee, three members 
of which are to be appointed annually by council at its organization meeting, and 
two inembers to be appointed annually by the oxecutive committce during the 
month of November, all to servo until their successors are duly appointed and 
qualified, Vacancies occurring in this committee shall be filled by the body in 
whose representation the vacancy or vacanelcs exist. 

6, All payments from the fund are to be made by the trustee (Germantown 
Trust Co.) upon orders issued by the company in accordance with written instruc- 
tions from the unemployment fund committee, signed by three members of that 
committee, two of whom at least must be the council representatives upon it; 
and such instructions from the unemployment fund committee shall certify that 
the payments are In accordande with the purpose of the fund. 

7. All-investments of the fund shall he made by the trustee upon written 
approval of the company which shall be piven only upon written instructions 
from the unemployment -fund committee signed by three members of that com- 
mittee, two of whom at least must he the council representatives upon it. 


(Signed) M. bk. Lreps, 
or the Eexceutive Commitice, 


Fresravanry 20, 1923, 


At the regular monthly meeting of the board of councillors of the cooperative 
association held February 20, 1923, the communication from the exccutive 
cominittec in regard to the unemployment benefit fund, was accepted in full and 
ehiee speMnbErs of a jofut committee to formulate rules for the use of the fund were 
elected. 

Based on the committeo’s report the following articles governing the adminis- 
{ration and control of the unemployment fund were approved by the board of 
councilors and the executive conunittee on July 17, 1923, and August 30, 1923, 
respectively. 


ARTICLES GOVERNING ADMINISTRATION AND CONTROL OF UNEMPLOYMENT FUND— 
ADMINISTRATION OF FUND 


The adininistration of the fund, under the rules here set forth, shall be in the 
hands of a joint committee known as the unemployment fund committee com- 
prising three members of the cooperative association to Le elected annually by 
council at its organization mecting, and two members to be appointed annually 
by the executive committee during the month of November, all to serve until 
their successors are duly appoint , eected, and qualified. Vacancies occurring 
in this committee shall be filled by the body in whose representation the vacancy 
or vacancies exist. 

All decisions of this committce must have the approval of, and all payments 
from this fund anust be signed by three members of the committee, two of whom 
at least must he the council representatives. 


DUTIES OF UNEMPLOYMENT FUND COMMITTEE 


This commnittee shatl pass on all registrations for benefits, decide all cases 
relative to dependents, review cases receiving benefits when necessary and 
make decision on all special cases not affected by rates. 

All payments from the find shall be made by the trustee upon instructions 
issued by this committee and ordered by the company, aud such instructions 
from the unemployment committee shall certify that the payments are in 
accordance with the purpose of the fund. 

All investments of the fund shalt he made by the trustee upon written approval 
of the committee and certified to by the company. 


WitO SHALL BE PAID AND WHEN 


Any employee of the Leeds & Northrup Co. who is laid off hecause of lack of 
work, or because of lack of work has his or her working hours reduced below the 
standard, which is now 44 hours per week, who is receiving annual compensation 
of fess than $2,600 and who has hot signed a definite written statement that his 
or her employment is temporary, shall he entitled fe share in the unemployment 
fund according to the rules here sct forth, 
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Likewise any employce transferred to another departinent because of lack of 
Sark who suffers a reduction in wages shall share iu this fund in the manner set 

orth. 

Any discharged employce whom the appeal board recommends be reinstated 
and eno ue company does not reinstate shall share in the unemployment fund 
as tf laid off. 

No payments from this fund shall be made, unless agreed to by council and the 
executive committee, for any shut down ordered by the civil or military authori- 
tics or for any absences resulting from a vote, decision, or action by or disability 
of the employces themselves individually or collectively, or for any loss of time 
on account of destruction of any portion of the company’s property by fire. In 
case of nnemployment resulting from lightning, eee, windstorm, or otlicr. 
act of nature, payments may be suspended or reduced by deelsion of the unem- 
ployment fund committee. 

In easo State or national legistation fs passed relieving to any extent the dis- 
{ress due to unemployment, these rules shall be amended prior to making any 
employee benefit payments so that there is no duplication of benefits. 

Payments shall be made weekly, on regular company pay days, but 5 days 
must be allowed for acceptance of registrations by committce so that first pay- 
ment will become due the first Friday after this period. Payments shall accruc 
froin day of lay-off, reduction of hours, or transfer. 

Payments shall be made according to schedule in following paragraph, but if at 
any time the fand is exhausted all paymnts shall automatically cease. 


EXTENT TO WHICIE EMPLOYEES SHALL BENEFIT 


The Tongth of time employees are entitled to shace in this fund shall be gov- 
cerned by continuous length of service according to the following plan: 


Weeks of 

Length of service: compensation 

3 months. ........--.----- Sadeeweses osdsie'ses dngecrtiat Paistote ataiets ea | 

UNCAT Sis oe Se tee Seeesurde cena ose tue eee ee eewes h 

SD VORTBes sce cies cet os lei cccesee seconds coke cee Goscseeeccca: 10 

3 years. 2.22.2... Sire gd BS aos. d web olde tS we wien seeks breed Reise: 15 

A NOQOYR. cobb beck oc Seek becuN ce scceue sete loesecesce<s bosue teh aes 

4 years and over....---.----------- ee oe eee een ee Soseees seca 20 


The years of continuous length of service of an employee previously laid off 
on account of lack of work shall be considered as being the sum of the years of 
his present term of employment and those in the periods preceding such lay-offs. 
Any period during which employees enter military service in time of national 
strife and return to the employ of this company thereafter shall be considered as 
part of the employees’ continuous length of service. 

The weekly amount of benefits which an cmployce shall reccive will be a 
certain percentage, as hereafter specified, of his or her wages for the normal 
working week which is now 44 hours a week, excluding on-time bonus. 


BN CASE OF LAY OFF 


Payments from this fund to employees laid off shall be: (1) to employees with 
dependents, 75 percent; and (2) to employees without dependents, 50 percent of 
their wages or salary for the normal working week. 

Employees must register fur benefits on form designated by conmittce and 
must report three times a week to person authorized by the committee stating 
what efforts hie or she has made to secure work. If the comimittce is convinced 
that an individual is not making every effort to secure work, payments to him 
or her from this fund shall cease. Any individual who makes a false statement 
of fact cither in regard to his or her efforts to sceure work, the status of his or her 
vutside employment or in regard to dependents upon him or her, shall forfeit. his 
or her right to reer oloyment and to receive further benefits from the fund. 

When employment is found paying as much or more than the amount which 
would be received under this plan, payments from the fund shall automatically 
cease, An individual taking a position paying less {han would be received from 
the fund will be paid the difference for the leagth of time duc. If another job is 
accepted which proves unsatisfactory, employee may have case reviewed in order 
tu again receive benefits which would have been paid had unsatisfactory position 
not been accepted. 
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IN CASE OF REDUCTION OF HOURS 


When hours are reduced below the normal working week, payments shall be 
made from this fund to employees with sipentens 75 percent, and to employees 
without dependents 50 percent, of the time lost for the period due em bes 
according to length of service plan. These payments or the time for which they 
are pald shall in nowise debar such employee from recelving full unemployment 
benefits if he or she is subsequently laid off. 

Employees, to receive benefits for reduced hourx, must register on form desig- 
nated by committee and will forfeit all rights to future benefits if any false state- 
ment of fact is made regarding dependents. 


IN CASE OF TRANSFER AT LOWER RATE 
When an employee is transferred to other work at a loss of earnings, he or she 
shall be entitled to the same percentage of the difference between earnings in the 
ive jobs as paid in the case of a reduction of hours and for the samo length of 
me. 
An employee refusing to accept what the committce considers an acceptable 
transfer shall forfeit all rights to benefits from this fund. 
Payments from this fund in case of transfer shall in nowiso debar such employes 
from receiving full unemployment benefits if he or she is subsequently taid off. 


STATE OF FUND 
The unemployment committee shall report the state of this fund to council and 
executive committee monthly when it is used actively in payment of benefits, but 
otkerwise yearly at the annual mectiug of the cooperative association. 


AMENDMENTS 


These articles may be amended at any time by the committce subject to the 
approval of Council and the executive committce. 


AGREEMENT OF TEMPORARY EMPLOYMENT 
Dale sioncwecsccosedscse et teeta 

In considcration of my acceptance of temporary employment with the Leeds & 
Northrup Co., I hereby waive all rights to share in the unemployment fund of said 
company. 

It is understood that this waiver of rights in the unemployment fund is null 
and void if written agreement is reached between the eforementioned company 
and myself whereby the temporary restriction of said employment is removed. 

ISEAB) °° 8 marl eo ade lee ee eu teals 

WANCSG coe esse ce cesceusee eecc sented een + 


(For reverse side of this card see above) 


Se ee 


Name 


Request for benefits on account of: 
Lay-off Q Transfer O Reduction of hours O Discharge O 


Number of persons ab dependent on applicant’s earnings.......... 
y dependent on applicant’s esrnings.......... 


RELATIONSHIP OF DEPENDENTS 


Ago . Age 


I hereby apply for unemployment benefits and declare the above information correct. 


ose Ca ik: eae i ee 8 are a ae ae ire ee a ee ee 


Signature of applicant Date of application 
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(Reverse side of card shown below) 
Benefits granted at ...... For ....... Weeks: Frou. ioio- ace cceicse sede ens ese cciescetccedecereas er 
ef % (Date) 
Rejected .......0+s ieecosesesees edcd vere wovesseceeecs ROASOD..... oc ceenccecevcccncvecece socwenweccoees 
feet (Date) 

Signed by commiftee: 1.............008 euesescecseresccseecoee Y sctwecneseetsccdevessssess cna 
3... Seoasecssecseoncoons © Beccesrsovacscesvccessesestesesasesosocea 8. oP SSPEARS OHHOOESECEETOSOE erevececeson ° 
DAILY REPORT AND RECORD OF PAYMENTS 

Week ending wit F Si MIT Amount pald 
ceveess ce ale mln ices cis Gea Gaia: (Eau Cae’ Lage io Vem adegectees! nines 


Marcu 2, 1933. 
Lerps & Nonrtirur Co. 


UNEMPLOYMENT BENEFIT FUND 


1. A preliminary analysis of individual benefit sheets and cards shows that in 
the 10-year first cycle ended May 31, 1932, 864 different individuals received 
part-time and/or lay-off benefits totaling $87,205.82, or an average ef $101 per 
person. All of this was disbursed in the period January 1, 1930, to May 31, 1932, 
except for $505.29 full lay-off benefits paid to 6 persons in 1924, 1925, and 1927. 
(See mimeographed summary of July 1932.) The majority of payments were 
small because carly lay-offs involved mainly those workers of shorter service. 
Older employees receiving both part-time and lay-off benefits, however, received 
as much as $965, $041, $788, $668, etc. 

2. Of these 864 persons, 375 received benefits for part-time only, 263 for Iay- 
off only, and 226 received benefits on both counts as follows: 


For part-time only: 
Still on production at July 1, 1932.......-....--.----.----- 275 
Resigned, or transferred to salary (net).-....-...-.-.--.--- 28 
Reeeived no benefits when subsequently laid off because they 
found work immediately, did not apply, or beeause the fund 


lint) PAW ONES 2eces ote eee ean cake 72 
375 
For lay-off only: 
Poll benelite. 02. < 322 ckcaleouwodcuseves cares besos 118 
Partial benefits. ......0....2...20 2222 eee eee eee nee ee 145 
1 263 
For both: 
All part-time and all lay-off benefit .........--....--------- 13 
All part-time and partial lay-off benefit. .......22.....22.2. 343 
—--— 226 
864 


4 Anaddittonal 44 persons who had recelved no nart-t Ime benefits were lald off in this period, but received 
no lsy-o1f benefits for the reasons given. 


iiitacsaaing SEEN een nnmeaernn som sete amma mae 
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, ee one extent to which the fund met its statistical Hability is indicated by the 
ollowing: 
Total statistical liability: 


For part-time benefits. ...-.....-- 22-22 eee nee eee eee ee $35, 138. 40 
For lay-off benefits... .........----...------.-- $122, 141, 99 
Plus special extra allowances. ......--..--.-.-- 205. 31 
122, 347. 30 
187, 485. 89 


Benefits actually paid: a 
For part-time: 
Exhausted on 1 day per week... $20, 611. 06 
Exhausted on 2 days per week.. 11, 833, 00 
Exhausted on over 2 days per 


WGK Osco cocuceesseceseus 2, 694. 53 
—_——_———_ 35, 138. 59 
For tay-0ll 2. a seeceniwectcecesccccncetcoscces 51, 942, 46 
———-—_~——-— 187, 081. 05 
Statistical benefits not patd on account of: 
Clerical error (1)............-2-- ce ence ene e ne 1, 98 
No application (16). .......-.--.-.2...---0--- 1, 369. 11 
Found work (133)...........---------.------- 14, 358, 02 
educed rate after Noy. t1, 1931 414f °33, 476. 86 
Fund exhausted........-....... 321, 197. 97 
—_—_————_ 70, 404. 84 
157, 485, 89 


The foregoing protection was provided from direct company contributions 
aggregating hardly six tenths of 1 percent of total pay roll during the 10-year 
cycle (plus interest). Any revision should naturally wait on thorough analysis 
of the whole picture, but one can see even from this how much more protection 
particularly for older workers, would have resulted from increasing the tota 
(not rate) of company contributions, adding employee contributions, and con- 
serving that fund through a waiting period, Iess liberal benefits for light short 


time, ete. 
R. PF. Evans. 


Taste 1.—Leeds & Northrup Co., Philadelphia, Pa., unemployment benefit fund 


i RG Se 


ee ee 8 a nt: 


Contribu- | Interest Adminis: j Balance in 
- Calendar year tions by [earnedand at tration [ fund at 
jaid I costs 3 


company Dee. 31 # 
diel minte Sree ea oe nei eoo 1$15,853.261 $307.24 f............f $7800] $16,085.40 
WIN cc cep sceccreccucscss. eee see doeue Raat 1,157.76 $i6h86 01.89 | 25,522.00 
Oe a 6,807.05 | 1,484. 31 102.12 356.75 
EIA EEE EMER CRED ME is tA 7,039.13) 2,050.19 ]............ 90. 42, 405. 13 
7, OES AA SER OG SERA 762.611 23: 255. 12 BROOF 48141.30 
NOs osc nc teteachdianck bai casscnsceenesx 7,521.75 | 287624 |.....-..0..- S270} $5,185.89 
WO. coe cook oe tocce piss shcesceciaceneos 1,002.00] 3,370.95 }............ 377.86 | 79,787.68 
CSG aS Oia oe eRe RSET Ne AROFE EA 5,199.49 | 23,607.89 411,87 | © 60,967.78 
WO core ee epee ee % 107.22 | 40,537.97 | 2,138.90 | 522 398.05 
1992 (6 montlis)...........sccsccssececceeee 680800} “30242 | 22,614.67 555.93 | $6,954.58 
ND ai iseolcemteridcetusasincuceces | 74, 793.89 | 22,442.81 | 87, 265.82 | 2,936.00 f.........0.- 

* Bank date. 

2 Cash basis. 


§ Contributions retroactive as of June t, 1922. 

#Inclucdas ee outstanding bans to employees. . 

§ Includes $6,212.75 employee loans being taken over by com pany, 

# Includes $6,571.75 employe lgans taken over by company (and $113.13 cash). 


§ Accountin dep tment figure 1s $87,205.82 as In (1). This summary has been double-checked with 
the cards, so the s' cee peokelly occurred in posting to these secondary records, 

2 These two figures for all practical purposes should be read together. Strictly the first item was charged 
with the cut on all unetpired balances of benefit tiabitity incurred after Nov. 11, 193; the second, with 
only (hat part remaining ungaid at the lower cate, when the fund ran out. 
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PABLE 2.—Leeds & Northrup Co., Philadelphia, Pa., unemployment benefit fund 


Average Pay rollof| Namber [potas bene: 


persons f received 
pidgin f covered | benene | Sts sald 


ce ee a ee ee fen meetin free mite 


291 : 

337 $163. 86 

346 $6.31 

411]. GS3,668 [........... Eee eee 

479 2a5. 92 

4991 S08, 7501...... oeees) peers saceee 

S23] 1,259,313 f..--. 2.00. efeeen renew ene 

v27 23, 007.89 
193! 3B 7.97 
ee meager 53! 22, 614. 67 


a eee dain leat ask io each month, 
8 coven seoaths: vues fest ablisbed as of June 3, 1922. 


; fore 
baie eee $ 559 a sie $17,000.82 bene! ponents é for reduction of hours, or of ate through occasional transfer. 
pao to idtion aeoeot Aa tyed be benefits on both accou: 

*facludes 264 rece’ is recel sing 0), 7,001.38 Denehts for fon of Hodis oF oe rate through ‘occasional transfer. 

slance to Sone nenteoitene ts on both accou 

? Includes 10 pers persons rece vg 7038 benefits for reduction of rate sie cluoanti transfer. Balance to 270 op 
sccount lay of. One recelved benefits on both accounts. 


TasiEe 3.—Leeds & Northrup Co., Philadelphia, Pa., unemployment benefit fund 


1922 | 1923 | 1924 | 1925 | 1926 | 1927 | 3923 | 1929 | 1930 | 1931 | 1932 


Total number employed at 
BRO Eo scccesecsecescavest LUST 2,085; 719 
Avetage number on pay : 
roll, aonthly 
BanUSEy. wrseeoee eiecae 1,095 + 1,057 
February....... worcesee 20nd) 2,053 
Matets......cccccecseecs i, t, Out 
April...... Sica dcéesea'ws 2,401 1,066 
May....ccecee euvesseos £,108] 3,062 
FUNC cs sescesesseeewes J vs? 
July. ..... 1.396 v7 
Aueust.... 1,72 269 
Septem 0,187 943 $. 
eto: 1,004 916 
November...... Kccecase 1,034 rt 
MDCP. .2.cecccece ae $ 


Total yearly average 
(average of 12 
tnonthly averages) . 


43 atlas 653 ial al aie 


+ 


'¢inonth average. 


TaBLe 4.—Leeds & Northrup Co., Philadelphia, Pa., unemployment-benefil fund 


a re te 


won| 92 1924 12 | 190 waa was vee 1929 veo | tat | rst 
aes, Aare pee 
Namtae covered last week (n— 
Janu 240 233 | 3794 ste! ant] sso] 925] sez! 630 
1754 25 | 352] 3214 3951 426] 472 431] 895] $83 
272 | 390} of sv} asz] ats] e2st ast sue] 320 
197] 26] 3934] 3331 32] amy ised ozs] and asc] ete 
193 32 t gs2t gos} soil as2t atyt g2z] sas] 518 
135 35] 402) 702] 4G] Ged gor] siot 461 , 
Sie tS] 354 42dt ass] 5d zat 923 ade 
251 | 312 32' aml sit so} sor} oi} saetcl: 
253 | a8} a7) ai74 a7] aay Sout x22 got sa Tl 
wa] 33} 352] at toa] Sto} woe ost aes Pll. 
Pat | 83 328) A2) 402, 460 E AIDE x54] 918, Ew m 
355 Wii] Ato] ass! S55] cov} 605] 635 p02: 
Averages... 0... sees! | 25 oo] cos 3t6 | “a “aa | ws | | a Sj rst 


té months 


(Ere 
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Mr. Lewss. I offer for the record the following letter at this time: 
Nationat CatHotic WELFARE CONFERENCE, 


March 22, 1934. 
Hon. Davin J. Lewis, 
Committee on Ways and Means, House of Representalices, 
Washington, D.C. 

Dear Mr. Lewis: H.R. 7659, a bill referred to your subcommittee of the 
Committee on Ways and Means, has for its purpose to ralse revenue by levying 
an excise tax upon employers. 

The bill exempts (p. 2, tines 1-4) governments and thelr instrumentalities 
from the proposed tax. It further exempts (p. 3) certain types of employment. 

The bill does not exempt employment of a nonprofessional character in the 
service of associations or institutions organized for educatlonal charitable, or 
religious purposes and operated not for profit. Under the Federal statutes and 
under the Constitutions and laws of the several States, these institutions are 
generally exempted from taxation, this exemption being granted in recognition 
of the public character of the service rendered by the exempt institutions. 

The National Catholic Welfaro Conference respectfully brings this matter to 
the attention of your committee, pequest ie that in reporting on the bill you 
recommend that the bill be amended so that to the types of employment not 
included for the purpose of this act as listed on page 3 of this bill, there he added a 
further classification to exclude the nonprofesstonal as well as the prose one 
type of employment in the service of any institution organized exclusively for 
educational, charitable, or religious purposes and operated not for profit. 

Thanking you for your attention in this matter, I have the honor to be 

Yours very respectfully, 
Micuats J. Reavy, 
Assistant General Secretary. 


Mr. Lewis. The committeo will resume tomorrow morning at 
10 o'clock. 

(Whereupon, at 12 m., the committee adjourned until tomorrow, 
Saturday, Mar. 24, 1934, at 10 a.m.) 


LETTER AND STATEMENT SUBMITTED BY Ernest G. Drarer, Vice PRESIDENT, 
nE Hitts Bros. Co., New York City 


THe Hint Bros. Co., 
New York, March 21, 1934. 
Hon. Davin J. Lewss, . 
House of Representatives, Washington, D.C. 

My Dear Conoressman Lewis; Enclosed please find copy of a statement 
which 1 should like to present to your committec in reference to the Wagner- 
Lewis unemployinent insurance bill. 

This statement outlines ny views on the matter as clearly as I can present 
them in brief form and I shall be perfectly willing to have this statement read 
at the hearing just as though it were presented by me povenally. 

Thanking you for giving mo the cnportuaity of subinitting this statement 
and hoping that your bill will soon be enacted into law, believe me, 

Yours sincerely, 
Ernest G. Draper, 
Vice President. 
(The statement follows:) 


STATEMENT BY Ernest G. Drarer, Vice Sia Tne Hitrs Bros. Co., New 
orK City 


General adoption by the States of systems of unemployment compensation 
will give this country a more efficient, inore adequate, and more equitable method 
of providing for the unemployed worker. Unemployment compensation will 
serve also to relieve the taxpayer, because it will make compensation for unem- 
ployment a cost of production entering into the peice of the product just as the 
cost of accident coinpensation now dues under existing workmen’s accident com- 
pensation laws. Morcover, like accident compensation which has stimulated the 
movement to prevent accidents, unemployment compensation will help to focus 
the attention of management, in good tines as well as in bad, upon the problems 
of providing steadicr emptoy ment. 
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Through the National Industrial Recovery Act, Congress has inaugurated a 
program to eliminate destructive business competition which hinders business 
recovery. By the enactment of the Lewis biil, H.R. 7659, it should, I believe, 
likewise remove the obstacle of “interstate competition”? which now serves to 
hinder the adoption of constructive State legislation for permanent systematic 
provision against unemployment. 

believe that Representative Lewis’ bill to encourage the general adoption of 
State unemployment compensation legislation should be enacted at this session 
of Congress. Sound and practical measures fur State legislation, based upon 
careful official investigations by the leading States and by the United States 
Senate, are ready for early enactment at the Stato capitols. I$ is highly {mport- 
apt that these measures be put into effect at the earliest possible moment so that 
employers will have an opportunity to make the necessary adjustments during the 
period of expanding employment. Enactment of the Lows bill at this session 
will provide opportunity for Prompt action by most of the States In 1935. 
would be most unfortunate if Congress, by postponing enactment of the Lewis bill, 
should cause the adoption of uacmployment compensation legislation to be post- 
poned in a majority of the States until their legislatures meet again in 1937. 


§28410—84——-11 


Dancer 
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SATURDAY, MABROH 24, 1934 


HovuseE or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE 
on Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. David J. Lewis (chairman) 
presiding. 

Mr. Lewis. We will continue the hearing on H.R. 7659, although 
some of the members of the subcommittee are not able to be here this 
morning on account of illness. _ 

It is the function of the subcommittec to collect this information 
and get it in form, available for the whole committee, for other 
Members of Congress and the public who are interested. 

We will hear first this morning, Mrs. Williarn Kittle, of Washington, 


Mrs. Kittle, will you give your full name, and state your relation 
to the subject matter under discussion. 


STATEMENT OF MRS. WILLIAM KITTLE, WASHINGTON, D.C., 
REPRESENTING THE NATIONAL CONSUMERS' LEAGUE 


Mrs. Kittie. Mr. Chairman, my name is Mrs. William Kittle, of 
Washington, D.C. I represent the National Consumers’ League, and 
as such representative J speak for a group of consumers who are or- 
ganized, and have been organized for 35 years. Their specific interest 
is that of the conditions under which women particularly work, and 
their interest also includes men and children. 

I hnuve here a statement of the position of the Consumers’ League 

on the Wagner-Lewis bill, which I will file with the committee. In 
that stutement they give their reasons why they ace in favor of this 
particular form of legislation. 
_ Since 1922 they have gone on record for some sort of reserves or 
insurance that would take care of this problem, and they feel that in 
epite of the fact that for 10 years we have been in a transitional period 
in connection with our industrial problems, and that unemployment 
has been a staring problem for that number of years, yet no legislation 
has been brought forwacd to meet that question, as has been done in 
the case of other problems in connection with labor. 

Wisconsin is the only State in the Union, so far, that has taken 
any step toward legislative enactment to provide for the remedying 
of this question. 

We believe the Lewis-Wagner bill possesses a peculiar and unique 
phase in inducing the States to do something about this problem. 
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For that reason we are very much in favor of this particular bill, 
and because of the immediate need of such legislation we plead for 
its immediute passage. 

(The statement filed by Mrs. Kittle is as follows:) 


The National Constumers’ League Is heartily in favor of the Wagner-Lewis bill 
and recommends its speedy passage. The league which has advocated legislation 
for unemployment instirance or reserves since 1022 welcomes this much needed 
stimulus to State action. 

By providing special tax exemption for employers who contribute to a State fund 
which conforms to adequate standards, the propused act eucuurages each State to 
initiate its own system of mneenpio ment bencfits creating machinery to suit its 
local needs. Constitutional difficulties are avoided and greater flexibility gained 
hy leaving cach State freo to experiment with its own choice of legislation so long 
as this complics with certain general requirements. To climinate the fear of 
competitive disadvantage which has delayed the progress of State unemployment 
insurance laws, the Wagner-Lewis bill offers pusitive and tangible inducement 
to such Iegisiation. 

After four years of bitter experience with prolonged unemployment and wide- 
spread public and private relief, Aincrican citizens have come to realize the need 
for definite plans and for readily accessible funds to meet a period of depression. 
We »g longer believe that idleness is n man’s own fault. We do not believe that 
the worker should bo forced to carry su lurge a share of the burden of industrial 
instability. We have learned that a slrinkage in the purchasing power of the 
wage-earaing millions means the toss of a vital market for the producers’ goods. 

Nou thinking person expects an unemployment jusurance system to solve the 
whote problem or to be the solo remedy for an internationa) depression such as we 
have been expericneing these last years. But an adequate fund will relieve 
sulfering; it will halt the avalanche which turns a slack period intu a niajor crash; 
and it will encourage emplovers tu stabilize thelr industries. Now is the time to 
push through such measures before returning prosperity and our native American 
uptimisin deadens the memory of dark days. 

In spite of urgent need, legislation for unemployment insurance has Jagged 
behind: As yet only one State, Wisconsin, has passed such a law—becatuse cach 
State is afraid to take the first step, is afratd to place an additional burden on 
industry, is afraid to derive business out of the community. ‘The Wagner-Lewis 
bill is the anwer to these fears and the incentive to prompt action on this major 
problem, The National Consumers’ League urges the Ways and Means Com- 
inittee of the Huuse of Representatives to facilitate its iummediate aussage. 


Mr. Lewis. The next wituess we will hear this morning is Miss 
Elizabeth Eastman. 

Will you give your full name and residence, and your relation to 
the subject matter under discussion, Miss Eastman? 


STATEMENT OF MISS ELIZABETH EASTMAN, WASHINGTON, 
D.C., REPRESENTING THE NATIONAL YOUiIG WOMEN’S 
CHRISTIAN ASSOCIATION 


Miss Kastman, My name is Miss Elizabeth Eastman, of Wash- 
ington, D.C. 1 represent the National Young Women’s Christian 
Association, Mr. Chairman, 

Since 1911 the Young Women's Christian Association has been 
concerned with the development of public opinion and the use of 
legislation in improving conditions which affect women and girls. 
Their vast experience with the business and industrial women of the 
country has given them first-hand knowledgo of the extent and 
effect of unemployment among this group. 

At their Hot Springs convention in 1922 they began to study the 
problem of unemployment and its solution, and ever since that date 
in focal clubs and hoard meetings, in international institutes, and 
industrial and business women's meetings, the subject has been one 
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of major interest. They have also actively supported such legisla- 
tive measures as would alleviate the unemployment situation locally 
and nationally and have brought pressure to bear on individual State 
senators an | representatives. 

Many members within the Young Women’s Christian Association 
have been unemployed for months at a time during the lust 4 years. 
Some of them have known what it is to feel hunger. Thousands have 
been the sole support of unemployed fathors, brothers, and sisters. 
All of them have known insecurity. Studying unemployment-insur- 
ance schemes of other countries, they have become convinced of the 
economic soundness-of making provision through unemployment in- 
surance to meet the hardship of enforced idleness. 

They realize the enormous value it would be to manufacturers and 
retailers of goods to be sold, if it were known that a certain amount 
of monoy was being regularly paid to unemployed persons, and that 
this money would immediately find its way to shops and stores to buy 
the necessities of life. And because they know that under the existing 
economic system there are bound to be recurring spells of severe 
unemployment, even should the present depression pass, the member- 
ship hus been behind efforts to obtain unemployment insurance laws 
in practically all States working for such measures. In certain legis- 
latures business and industrial women have been represented at 
hearings on unemployment insurance, 

The Young Women's Christian Association knows the difficulty 
and pitfalls of interstate competition. They welcome a scheme which 
acts as an inducement for all States to enact unemployment insurance 
and they therefore heartily endorse the Wagner-Lewis bill. 

Mr. Lewss. I want to get your comment, Miss Eastman, on some 
uncmployment figures reported for November 1933, us the result of 
a survey of unemployment in the city of Buffalo, N.Y. 1 shall insert 
in the record the pertinent part of that report. 

The statement shows a disparity in the processes of dis-unemploy- 
ment, if I may use that expression, between the two sexes. 

For example, in 1929 the percentage of men unemployed in Buffalo 
was 6.2: in 1930 it was 17.2; in 1931 it was 24.3; in 1932 it was 32.6; 
and in 1933 it was 25.1. That gives the sequence for the men. 

For the like years with reference to wonien, the percentages of 
unemployment. are: For 1929, 3.5; for 1930, 14.6; for 131, 21.1; for 
1932, 25.4; and for 1933, 56.2. 

Whoreas in 1929 the percentage of unemployment for women was 
3.5 in the city of Buffalo, the percentage for men for that year was 
6.2, showing that the percentage for women was a little more than 
half of that for men. . 

In 1933 the unemployment factor for women was 56.2, us against 
25.1 for men, or the figure for women was twice us large as that for 
men. 

Would you have the probable explanation of that disparity in mind? 

Miss Eastmax. Tam afraid PE have not, Mr. Chairman, 1am not , 
familiar with those frets and figures. That is a survey of the city of 
Buifalo? 

Mr. Lewis. Yes. Apparently, in the return to employment and 
recovery, beginning in 1933, 2 very much larger proportion of men 
found jobs than of women. 

Miss Eastman. Iam sorry I cannot tell you about that. 


Freres sere egerensr reser EEE 
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(The statement referred to by Mr. Lewis is as follows:) 


EmMPLovMENT CoND:TIONS AND UNEMPLOYMENT RELIEF 
STUDY OF UNEMPLOYMENT IN BUFFALO, N.Y., IN 1903! 


Pretiminary results of the fifth annual study of unemployment in selected areas 
of Buffalo, N.Y., were announced December 10, 1933, by the New York State 
industrial commissioner. These data indicate that in November 1933, 282 
‘ workers per thousand were unemployed as compared with 312 per thousand. 
in 1932. Since studies of a like nature for the same areas have been made each 
November beginning with 1929, comparable data are now available for the past 
6 years? This work is sponsored by the Buffalo Foundation, in cooperation with 
with the State department of labor. Students of the State teachers’ college at 
Buffalo and of the University of Buffalo made about 10,000 house-to-house visits 
to enumerate the anemriores. 

In November 1933, of the 15,729 usually bey ny pt persons able and willing 
to work, 9,157 or 58.2 percent were employed full time, 4,428 or 28.2 percent 
were unemployed and 2,144 or 13.6 percent were employed part time. 

Summarizing the data for men and women able and will ng to work in 1933 
shows that 62.7 percent of the men and 16.8 percent of the women were employed 
full time; 12.2 percent of the men and 27 percent of the women were employed 
part time; and 25.1 percent of the men and 56.2 percent of the women were 
unable to find work. The percentage of men fully employed and on part time 
is approxisnately 75. percent vi all males able and willing to work, in contrast 
to only 44 per: ant of the women. 

Comparing the results of the five studies of November unemployment, it wae 
found that among persons who were avle and willing to work those who could not 
find employment constituted the following percentages: 


Men: Pertcent | Women: Percent 
19203... ocd che ceedceswecss 2 1920. 2 cove ce cee ecs etek & 
193025 ise scice sci oscees 17.2 | 2 | eee re ene ere ae Se 14.6 
1081 oes cccecncésasctecues 24.3 LOS laicncucavmecensieceese 21.1 
1932 .n oo cess cecsece Yee 32. 6 | LE pa et Pe er a nee ore 5. 
1088 8 oc osee ese ewecccec ue 25. 1 1938S scscsvses ss oseeoeecee 66. 2 


The employment status of men ehows a considerable improvement over 1932 
but oman amen unemployment has risen from 25.4 percent in 1932 to 56.2 
percent in ; 

Of men and women able and willing to work, those who were employed part 
time in November were as follows: 


Men: Pacent | Women: Percent 
1029. ees she sccuctccseee (041 © 1920. o cccckcecseckccoses 5.4 
103022525 occ ete ea eec 1&8 6 1930: cccscet coos cose se 12.2 
109) oc ccc cs dccecdccccccs 2 1091 Wo eS cca desc cceccesu 16.3 
1932: 2.052 eescdeeec dk eek 23. 4 1932.2 c ccecse cece scl es 19.0 
193332626300. cecccce cu Ss 12.2 1093322 =e eek eects 27.0 


The proportion of men on part-time employment is only about half that of 
1932, but among women part-time employment increased from 19 percent in 
1932 to 27 percent in 1933. . 

Mr. Lewis. We will now have a statement by Mr. Walter West. 

Mr. West, will you give your full name and state your relation to 
the subject matter under discussion? 


STATEMENT OF WALTER WEST, SECRETARY AMERICAN ASSO- 
CIATION OF SOCIAL WORKERS, 130 EAST TWENTY-SECOND 
STREET, NEW YORE, N.Y. 


Mr, West. My name is Walter West; I am the secretary of the 
American Association of Social Workers. 

Mr. Lewis. With offices where? 
‘New York. Dapartmsat of Labor. Division of Statistics and Information. Press release, Dec. 10, 


2 For dita rozirdiag thess studies sso Monthly Labor Review, Decomber 1929 (p. 192), December 1930 
p. 63), February 1932 (p. 282), and Januaty 1934 (p. 77). : eA 
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Mr. West. With offices in New York City, at 180 East Twenty- 
second Street. ; | 
This is an organization of about 8,000 social workers who yee it 
with certain required experience and professional education for their 
jobs, employed in public and private agencies throughout the country. 

They have, through theii various chapters, and finally through the 
national association, given what for them is a very rare thing, an 
endorsement of the Wagner-Lewis bill. In other words, we are not a 
seiner organization and we do nei ordinarily deal very much with 
egislation. Sits oe 

But in the case of this legis)ation, it seems so important to the 
social workers who have had such direct relationship with reilef 
problems in the last few years that we have felt that in this case 
certainly every effort that can possibly be made to establish a better 
wege should be made, and that a better method to deal with those 
who are thrown out of employment through no fault of their own 
must be discovered than that of relief, and the only possible legisla- 
tion in this country which can be carried out and encouraged through 
the efforts of thie Federal Government in a broad way is this proposed 
in the bill under discussion. 

I think the most impressive lesson, certainly to those who have been 
at all close to the people who have been out of employment, that is 
to be obtained from this whole depression is the terrific insecurity 
that is being left in the minds and the hearts of the people of this 
country about all the things that they thought of as civic virtues in 
= past, like thrift, home-owning, good hard labor, and everything 
else. 

__ We have always assumed in this country that those were the things 
it paid to do. 

I think in the last few years a great many millions of people have 
been pretty badly discouraged as to whether those really are the 
civic virtues, because they do not get us anywhere. | 

Mr. Lewis. You mean that experiences like this strike at the very 
best of human virtues themselves? 

Mr. West. Ido. If I can elaborate on that a bit, I would say you 
have literally hundreds of thousands of young men who learn a trade, 
and they have absorbed tho current thinking about the way to 
progress in life, and so they work hard on their jobs. They try to 
win their promotions through their diligence and their application. 

Their whole sense of workmanship is involved. They get married 
and begin to buy homes on the installment plan, as they buy other 
things on the installment plan, and suddenly, through something 
which seems entirely outside of their control, and is outside of their 
control, their whole world comes tumbling down over their ears. 

That is true of young men and young women, and it is also true 
of older men and older women. It is true of all of the 14 or 15 million 
people who have been out of work. : 

As it happens in this country, the only way we have of taking care 
of any situation like that, for the people who are thrown out of work 
is to force them to wait until they have absolutely nothing left, an 
then begin to pay them so much a week if they come and apply for it. 

The ad attempt to meet the situation in any other way has been 
through the Civil Works Administration, and as it is Seanty seen 
that was only applicable to those who were not already on relief I 
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mean, it was a new situation only in the case of those who were not 
already on relief, where there was not what we call means test. 

Insofar as they have been given work relief, they have already 
wyone over from the means test, have poet f had to prove they had 
nothing on which to exist. Then they could get their work relief. 

I am the last person to say we should not have had relief, or that 
we should not bave had the C.W.A., or work relief. 

_. We have peen cone all the urging we could, in lieu of anything 
like what is provided by the Wagner-Lewis bill, to provide adequate 
relief for thoso who are unemployed. That has been our one option 
in this country up tonow. That is the reason why it scems so terribly 
important to us that at this time we should proceed, while it is possible, 
to provide a more humane, a more economically sound basis for taking 
care of those who are thrown out of work. 

That applies not only to a depression like this, but that is the most 
dramatic way of presenting it. 

I venture to say that the most unsocial influence in America, even 
during periods of so-called prosperity, is the lack of security with 
respect to employment for a considerable part of the population. 
The thing that has Brovably. done more -to provoke unsocial action 
than any other social phenomenon is the uncertainty with respect to 
employment. 

Mr. Lewis. Mr. West, it was stated here yesterday by a man of 
large experience with this subject, Mr. Swope, that a two-party or 
three-party arrangement would be preferable, and that workers in a 
two-party arrangement muah make a contribution to the fund such 
as employers are required to make, the benefits to be extended 
merely for a longer period, or a shorter period, and with perhaps a 
larger benefit per week. What would your view to be as to that? 

Mr. West. I think, if I moy I would like to answer two ques- 
tions that I recognize there. First, I should like to say, as to where 
the contribution comes from, as to that part of the question, I do not 
see ge reason why it is not a proper charge on industry in the same 
way that wages are a charge on industry. It is a part of the total 
business of running an industry, in the same way as wages. You 
cannot take wages out of people; you have to take them out of the 
total of industry, in the same way as you take the reserve funds. 

You do not make the employees contribute to the reserve funds 
which are drawn on when you want to pay dividends. It seems to 
me it is one of the proper charges on industry to provide a reserve for 
the time when you cannot employ all the regular workers. 

On the second point, I would like to say that in giving its endorse- 
ment to this bill our association has made the reservation that it 
wished an increase in the minimum benefits. It is not that we 
recognize that you are setting a maximum. On the other hand, we 
are fearful that it might be that your setting of the figure of $7-a- 
week benefit in section 3 (b) would be possibly construed as adequate 
as the basis of a standard set by the States when they pass their 
legislation. 

We have had very definite experience, aud I am sure I can assure 
you to the effect that $7 a week would be held to be totally inadequate 
as a benefit basis. I am sure we do not need to argue that point. 

Mr. Lewis. Have you some statistical experience? That would 
be valuable information. 
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_ Mr. West, I cau simply say that the average relief at the present 
time per family is approximately $20 a week; it approaches $20 a week. 

Mr. Lewis. Are you speaking of the cities? . 

Mr, West. I am wrong, Mr. Chairman; that figure for average 
relief is on the basis of a month. But this average relief is, you under- 
stand, a supplemental thing. Every family does nct stay on relief a 
whole month. . 

Mr. Lewis. What does it come to per month? 

Mr. West. It comes to about $20 a month. If you divide the total 
amount of relief rid the total number of families, it comes to about 
that much a month. 

Mr. Lewis. Not $80? 

Mr. West. No; not $80 a month. But the average basis for the 
average family of five, if you were allowing minimum relief, the 
average for every family would be nearly $20 a week, on a ratio of a 
family of five. 

Of course, those figures vary slightly at different times because of 
the different costs of commodities. But on the whole, that represents 
about the basis of the budget figures. ; 

But $7 a week for the average worker would be quite impossible. ~ 
aoe we would wish that the period of the benefits could be ex- 

n ° ° 
_ There is only one other thing I might say, Mr. Chairman, and that 
is that while we recognize that the passage of this legislation by the 
Federal Government, and the consequent passage of unemployment 
insurance acts in each of the 48 States, which we would hope for at a 
very early date, is very desirable, there would be, of course, substitute 
insurance benefits for the relief that is now being given. We recognize 
that because we realize that the workers who are not being employed 
at this time would not. be qualified under the various insurance acts, 

However, we would like to make it clear that there is a great deal 
of unemployment, that the employment vacillates. There are a good 
many people coming onto the relief rolls right along who would be 
benefited by this type of legislation. 

Then, of course, what we are really anxious for is to have that 
develop so that relief will not be the American way of taking care of 
unemployment. It probably is the worst thing that America 1s 
characterized by. 

I think that is all I have to present, Mr. Chairman. 

Mr. Lewis. We thank you for your statement, Ne a 

Mrs. Kitrie. Mr. Chairman, Miss Borchardt is ill and she wished 
permission to file a statement, representing the Nationol Federation 
of Teachers. . 

Mr. Lewis. Without objection, she may file such a statement with 
the committee. . 

Are any of the sollowing perenne present? _ . 

Mrs. August Belmont, New York City, Association for Improving 
the Condition of the Poor. , 

Prof. Sumner H. Slichter, Boston, Mass., Harvard Business School. 

Rabbi A. H. Silver, Cleveland, Ohio, The Temple. 

Dr. I. M. Rubinow, New Haven, Conn., B’nai B’rith. 

Dr. Edwin S. Todd, Oxford, Ohio, Miami University. | 

Royal Meeker, New Haven, Conn., Index Number Institute. 

Dr. Stanley King, Amherst, Mass., Amherst College. 
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Shar B. Ba ee neon Speen: Ohio, Mathewson & Co. 
. an . M. Leiserson, Washington, D.C., Petroleum Labor Policy 
oard. 
- Arthur Altmeyer, Madison, Wis., secretary, Industrial Commission 
of Wisconsin. 
. Lincoln Filene, Boston, Mass., William Filene Son’s Co. 
Miss Elizabeth S. Magee, Cleveland, Ohio, The Consumers’ 
League of Ohio. 
(None of the above persons responded.) 
Mr. Lewis. I have been told that Mr. Altmeyer is on his way 
and we will hear him when ho arrives. . 


STATEMENT OF ARTHUR J, ALTMEYER, SECRETARY INDUSTRIAL 
COMMISSION OF WISCONSIN, MADISON, WIS. 


Mr. Lewis. Mr. Altmeyer, we shall be glad to hear you on this 


Mr. Attmeyer. My name is A. J. Altmeyer. I am secretary of 
the Wisconsin Industrial Commission, on leave of absence at the 

resent time and serving as chief of the labor branch of the compliance 
Rivision of the N.R.A. . 

Of course, we are very much interested—when I say “we”, I mean 
Wisconsin and the industrial commission which has charge of the 
administration of the Wisconsin unemployment insurance act. We 
are very much interested in the passage of the so-called ‘“‘Wagner- 
Lewis” bill, because our act will go into effect on July 1 of this year 
and employers in Wisconsin have made the argument that they are 
placed at a competitive disadvantage due to the fact that they are 
required to build up unemployment reserves and the employers in 
other States are not. = ; ae 

The rate of contribution in Wisconsin, under our act, is 2 percent 
until the employer builds up a reserve of $55 per employee, and then 
it is automatically reduced to 1 percent of the pay roll until the em- 
ployer has built up a reserve of $75 per employee. 

Mr. Lewis. Or until the $55 falls to $40, or something of that sort? 

Mr. AttMEYER. No. As I say, 2 percent until the reserve is $55 
per employee and thereafter 1 percent until the reserve is $75 per 
employee. Then, of course, if the reserve falls down below $55 
again, because of the payment of benefits, the employer must resume 
payment into the fund at the rate of 2 percent. ; 

r, Coorer. Just a question there, if I may. It is 2 percent 
until the reserve reaches $55 per employee? 

Mr. ALTMEYER. Yes. ; 

Mr. Cooper. Then it drops to 1 percent until the reserve fund 
equals $75 per employee? 

Mr. ALTMEYER. Yes. . 

Mr. Cooper. Does it continue at that figure—at 1 percent? 

Mr. AtimeyeER. It stops when the reserve is $75 per employee. 
As long as the employer can stabilize his rea aap, Roose in other words, 
and keep his reserve at $75 per employee, he does not need to make 
any further contributions to his plant reserve fund under the Wis- 
consin act. In other words, the Wisconsin act offers the maximum 
stimulus to stabilization of employment. 
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Mr. Chairman, J would like to make just two points, if I may, 
because I know that all of the general principles have already been 
fully adduced before the committee. 

I would like to suggest that the 2-percent contribution in the Wis- 
consin law not be taken as any criterion of what the rate should bo 
in the Wagner-Lewis bill, because we recognize fully that our Wis- 
consin law is a very meager beginning. The benefits are very low 
and accordingly the contribution rate of 2 percent is low. 

r. Lewis. Are they as high as those provided in this bill? 

Mr. AurmeyerR. No. We would have to modify several of the pro- 
visions of our law to qualify under this bill. 

Mr. Lewis. Can you be concrete and give us any example? 

Mr. ALTMEYER. Yes, sir. 

Mr. Lewis. There is a minimum of $7 a week here. What is the 
Wisconsin provision? : 

“Mr. AutmMeyer. The Wisconsin minimum is $5. So we would 
have to revamp the minimum rate. Likewise, tho maximum number 
of weeks’ benefits is 10 per year, whereas under your bill at least some 
of the employees must receive 15 weeks’ benefits per year. So wo 
would have to revamp that. 

There are several features like that that we would have to revamp 
under our law in order to qualify undor the Wagner-Lewis bill. And 
they should be revamped. I am not suggesting that the Wagner- 
reels BD be changed, I am suggesting that our act. will havo to be 
changed. 

For that reason the 2-percent contribution under tho Wisconsin 
law should not be taken as a criterion of what the rate should be under 
the Wagner-Lewis bill. I think it should be considerably higher. 

Furthermore, I want to urge that if there are any changes in the 
Wagner-Lewis bill, the principle be retained that appears on page 6, 
lines 12 to 24, and page 7, lines 1 to 10; that is, giving employers a 
credit beyond their actual payments into a reserve fund or an insur- 
ance fund proportioned to the amount of saving due to favorable em- 
ployment experience. 

Mr. Lewis. You mean stabilization? ; 

Mr. AutMEyER. Stabilization. I am not ready to underwrite the 
particular wording of that, but I think the idea is good and should be 

reserved. I would hate to seo that cut out. It would, of course, 

ock in tho hoad plant reserve plans entirely and it would discourage 
expericnce rating under the pooled insurance fund. 

r. Lewis. Not in a spirit of antagonism, but to cleat up a phase 
of the problem involved: An employer, let us fancy, has been working 
6 months of the year. The seasonal character of his marketing oper- 
ations is such that he can do his work in 6 months a vear with 500 
employees who are employed 6 months. However, he regularizes 
and works 12 months, but employs 250 rather than 500. Do you 
feel that that is a result that ought to be aimed at? . 

Mr. AttmMeYER. Absolutely because he may have employed his 
§00 say during the first 6 months of the year and another employer 
may have been employing 500 during the last 6 months of tho year, 
to make a simple illustration. If they both stabilize they will both 
be employing the same number, but they will have spread the em- 
ployment of their respective employees over the entire year. 
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Mr. Lewis. I cannot fancy that that would be true in any seasonal 
marketing situation. One employer who found it convenient to work 
only while he was marketing in a particular trade probably would 
have conditions resembling those of any other employer in that trade. 

Mr. AttMeyveR. Exactly; that might be true, but there is inter- 
change of employees between one industry and another. It is con- 
ceivable that other industries would have seasons that fit in. By 
fit in, I mean mesh; not be idontical, but in another period of the 
year, and if they both stabilize, you get continuous employment 
rather than peak employment throughout. 

But, even so, oven if there wore not that, I think it is very important 
that employees can look forward as long as possible and make their 
budgeting plans as long in advance as possible. I think it is all to 
the good. 

Mr. Lewis. Thoy have some feeling of security as to the future. 

Mr. ALTMEYER. Yes, sit. 

Mr. Lewss. How about the 250 men who have been dropped 
entirely in the regularization program? We have improved the case 
for the other 250, but you push off the raft the 250 in this fanciful 
illustration that I havo given. 

Mr. Attmever. I do not think you can make an argument from a 
nypotheues! case, and particularly a hypothetical single instance. 
{r. Lewis. Of course, we both have the same objective and the 
samo sympathy. 

Mr. AtTarEysEr. Yes. 

Mr. Lewis. Do not students of this employment subject now feel 
that unemployment is a chronic condition? 

Mr. ALTMEYER. Yes. 

Mr. Lewis. That even when they were making millionaires in a 
week and multimilionaires in a month, in 1929, there were over 
2,000,000 people out of employment; and that when our recovery hope 
is realized, we will probably have 4,000,000 people out of employment. 

Mr. ALtTMEYER. Yes. 

Mr. Lewis. Should not any institution of this sort show great 
concern about the effect of increasing the number of those disinherited 
workers? 

Mr. AttMEYER. I do not think, Mr. Lewis, they are disinhertied. 
I do not think vou can make an argument from a single hypothetical 
incident. If stabilization accomplishes what we hope it will accom- 
plish, it ought to improve the whole economic fabric so that there 
will be more employment rather than less employment; because to 
the extent that people can look ahead and budget their expenditures 
with some degree of security, they will purchase more. I think that 
rather than disinherit the workers, as you put it, we will have them 
come into a richer heritage. 

Mr. Lewis. Then the stabilization and regularization of employ- 
ment in the trade, desirable of itself, you think would not work any 
such effects as have been indicated in this fanciful case? 


Mr. Atrmrrven. No. I really do not think so. I do not think 


that. can be takon as typical: 
Mr. Lewis. Have you anything else to present, Mr. Altmeyer? 
Mr. Attmeyer. I just wanted to make those two points, that the 
2-percent contribution in the Wisconsin law should not be taken as a 
criterion for the percentage distribution in the Wagner-Lewis bill; 
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and that the Wagner-Lewis bill ought to preserve the principle of 
allowing credit to employers who stabilize their employment. 

Mr. Lewis. Mr. Altmeyer, what was the application to employ- 
ments of the Wisconsin act? I mean, what occupations or employ- 
eee were taken and about how many men are thought to be in- 
volve 

Mr. ALtMeYeR. Even with the present conditions, there are about 
275,000 persons who would be subject to the Wisconsin law. 

r. Lewis. Employed and unemployed in Wisconsin? 

Mr. ALTMEYER. No; the employed. 

Mr. Lewis. The employed? 

Mr. Attmrrer. Yes. We have certain specific exemptions, like 
farmers, domestic servants; the chief exemption is of employers who 
employ less than 10 persons for less than 4 months. 

.Mr. Lewis. So that it would apply to a bank that employed more 
than 10 people? 

Mr. AtTMEYER. That is true. 

Mr. Lewis. And wholesale and retail establishments? 

Mr. ALTMEYER. Yes. 

Mr. Lewss. How about intrastate traffic on railronds? Have you 
endeavored to apply it to railway labor within the State of Wisconsin? 

Mr. ALTMEYER. I want to look up the actual text, becuuse we have 
had a lot of discussion on that. I forget just what it is at the moment. 

; Mr. Extiorr. I think you exempted railroads. I think I remember 
that. 

Mr. Aurmeyer. We have-this provision; employment by railroads 
engaged in interstate transportation and employment in logging oper- 
ations; those employers are specifically exempted. 1 do not think it 
needed to have been so broad an exemption, though. 

Mr. Lewis. Is it the railroad that 1s engaged or the employee? 

Mr. AttTMEYER. No; therailroad. 1 do not think it needed to have 
been as broad as that. 

Mr. Lewis. It exempted railroad employees where the railroad 
itsolf crossed State lines? 

Mr. ALTMEYER. Yes. ; 

Mr. Lewss. Do any of the railroads that you know of have unem- 
ployment reserves set up? 

Mr. AttmMeyeR. Not that 1 know of. They have their retirement 


ans. 

Mr. Lewis. Old-age pensions? 

Mr. ALTMEYER. Yes. 

Mr. Lewis. They have sick insurance frequently? 

Mr. ALTMEYER. Yes. 

Mr. Lewis. How about the Western Union and the Bell Telephone 
systems? 

Mr. Attmeren. I do not believe they have any enemploymay, in- 
surance plan. Thoy have their benefit plans for sickness and accident 
and retirement and for superannuation and that sort of thing. Very 
few volunteer plans, as you know, at the present time, have survived 
the depression. Thore were only a handful to begin with, und most of 
them have suspended. 

Mr. Lewis. Some point has been made that, since the reserve fund 
aunt to be set up under this legislation, through the instrumentality 
of the States, cannot come in time or prove adequate to take care of 
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unemployment during the present depression, the imposition of the 
tax itself, whatever it may be, ought to be deferred until normalcy 
has been restored. In other words, this legislation is intended to have 
effect after the flood. , 

Was that argument made in Wisconsin against the adoption of your 
act which you say goes into effect on the Ist of July this year? 

Mr. Aurmeyer. That argument was made, but we think the 
stronger argument is that when you are just passing out of the 
depression, that is the finest time in the world to start building up 
reserves. That was the argument that carried the day. 

Mr. Lewis. Was there much opposition or much expression of 
desire that the imposition of the tax be delayed beyond July 1, 1934? 

Mr. Aurmeyer. There was some, but we have an advisory com- 
mittee composed of employers and employees in equal number, and 
ad unanimously agreed upon this pestponemiiny to July 1, 1934, 
Hen ee nen a 2-year or 4-year proposal that was pending before the 

slature. 

ou see, we originally would have put into effect the law ay 1, 
re but now this 1-year postponement makes it go into effect July 1 
of this year. 

Mr. Lewis. The act goes into effect on the Ist of July 1934. Will 
the tax be applicable to the preceding year or the succeeding year? 

fr. ALTMEYER. The succeeding year. 
‘ Me. Lewis. It is collected through the ordinary machinery of the 
tate 

Mr. ALTMEYER. Yes. ; 

Mr. Lewis. With reference to disputes under the act, was juris- 
diction by way of appeal or otherwise given your accident com- 
pensation commission 

Mr. ALTMEYER. We have what is known as the “Industrial Com- 
mission” that administers all of the labor laws, including workmen’s 
compensation, child labor, hours of labor for women, unemploy- 
ment relief, employment offices, and so forth. : 

Mr. Lewis. Then if a claimant for unemployment relief is unsuc- 
cessful with the employer, what does he do? Does he go directly 
to this commission or is there some subordinate official who can take 
eomnunanes of the matter in the first place? 

r. ALTMEYER. We have a string of employment offices scattered 
throughout the State. We have 10 and we propose to increase the 
number to approximately 35 and we will have branch offices as well 
where men a register who are out of employment. 

a ve hey have jurisdiction like a magistrate or justice of 
the peace 

Mr. AtrmervreR. They will have jurisdiction over the so-called 
uncontested cases, where both the employer and employee agree that 
benefits are due. If there is any dispute, there will be a local com- . 
mittee equally representative of iD tpl and employees and an 
impartial chairman named by the Industrial Commission. 

r. Lewis. For that particular case? : 

Mr. Aurmeyer. No; for all contested cases within that district. 

Mr. Lewis. How large is your district? 

Mr. Attmryer. We have not set up districts pac You see, for 
the first year, July 1, 1934 to July 1, 1935, we will build up the fund 
through this contribution of 2 percent, and actual benefits are not 


UNEMPLOYMENT INSUBANOE 171 


payer until July 1, 1935, out of the funds being built up during the 
ret year. 

Mr. Lewis. This committee, except for this official, is unpaid, 
_unsalaried? : 

Mr. ALTMEYER. We have a provision that we may pay a per diem 
and traveling expenses if wo wish, but there is no requirement. 

Mr. Lewis. Then the only salaried person, that you have found 
necessary to add to the administration of your system in Wisconsin 
is this official who joins the committee to determine disputes? 

Mr. AttMeyER. So far as the local adjustment of complaints is 
concerned. 

Mr. Lewis. He is a permanent official? 

Mr. ALTMEYER. We are contemplating he will be a permanent 
official traveling from one place to another and reporting directly 
back to the industrial commission, in that way bringing about 
uniformity of interpretation. : . oe 

Mr. Lewis. Appeals, of course, lie from the Industrial Commission 
to your ordinary courts of record just as in regard to compensation 
cases 

Poste ALTMEYER, Yes; but only on questions of law, not on questions 
of fact. 

Mr. Lewis. That is all. 

Mr. Autmever. Thank you, Mr. Chairman. 

Mr. Lewis. We appreciate your coming here, Mr. Altmoyer. 

Are there any other witnesses present who wish to be heard? 

(There was no response.). . ; ; ; 

Mr, Lewis. Then the subcommittee will adjourn until Mondey 
morning at 10 o'clock, ; 

(Whereupon the subcommittee adjourned until Monday, Mar. 26, 
1934, at 10 a.m.) 
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MONDAY, MAROH 26, 1034 


House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON Ways AND MEANs, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. David J. Lewis (chairman) 
presiding. 

Mr. Lewis. The clerk will announce the situation with reference 
to attendance of members of the subcommittee this morning. 

(The clerk announced that Mr. Cooper was unable to attend; that 
Mr. Cochran was unable to attend; that Mr. Boehne was out of tho 
city; and that Mr. Frear was ill.) 

_ Mr. Lewis. Ladies and gentlemen, you are here at some con- 
siderable expenditure of time and money. May I say that the 
largest office perenne in presenting ere matter to the subcommittee 
would be to have it printed in the hearings so that the whole com- 
mittee will have an opportunity to study your statements at their 
leisure. I would suggest under those circumstances that wo go on 
with your presentation this morning, insufficient as the representa- 
tion of the committee may seem to be. I am sure the country 
realizes the situation in which Members of Congress find themselves: 
in these very unusual circumstances. Although there is a lack of a 
quorum, Mr. Reed, Mr. West, and I will be very pleased to hear 
you, if you elect to proceed under these circumstances, 

The first witness on our calendar this morning is Prof. Sumner H.. 
Slichter, of Boston. 


STATEMENT OF PROF. SUMNER H. SLICHTER, REPRESENTING 
HARVARD BUSINESS SCHOOL, BOSTON, MASS. 


Mr. Lewis. Professor, will ba state for the record your relationship 
to the subject matter, your background of experience and study in 
connection with it? 

Professor Suicuter. Mr. Chairman, I am associated with the 
Harvard Graduate School of Business Administration. My job is 
professor of business economics. The study of industrial relations 
has been my principal occupation for the last 20 years. 

Mr. Chairman, permit mo to begin by saying that I am in cordial 
sympathy with the fundamental objectives of the bill. I shall have 
certain suggestions in regard to the bill. Those suggestions, however, 
do not imply a lack of sympathy with its Purposes. ; 

I shall not undertake to discuss the need for regular and Nation- 
wide arrangements for relieving unemployment. That is self-evident 
and there are others who can speak of that need in far more first-hand 
terms than I am able to do. 
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I wish to direct attention to certain of the more strictly economic 
aspects of the question. In the first place, Mr. Chairman, it seems 
to me that your bill imposes a dangerously heavy burden upon in- 
caeey at the present time. I do not believe it is ordinarily appre- 
ciated how rapidly industry has been taking on additional burdens 
during the last 9 months. From July to December of 1933 average 
nouny earnings in manufacturing increased over 20 porcent. It 
would be very difficult in the history of American industry to find a 
6 months’ period in which wages advanced faster than during this 
particular 6 months’ period. 

Mr. Lewis. Have-you tables to support that statement, Professor? 

Professor Sticnter. The only comparison that need be mado 
would be with the war-time boom. That is the only period when 
you could find an approximation of 20-percent increase in hourly 
earnings during 6 months. 

Mr. Lewis. Have you tables to support the 20-percent increase 
statement? 

Professor StcuTeR. Yes. 

Mr. Lewis. Will you insert them in the record at your convenienco? 

Professor SuicnTEr. I have them here, but suppose I just send a 
note to you, as chairman of the committee, with the figures and the 
reference? : ; 

Mr. Lewis. If you have them there, you might give them to the 
reporter at this time. 

fofessor Sticuter. This is a condensed table which I have before 
me which I am afraid the reporter might not intorpret properly. 

Mr. Lewis. Then, pursue your own method. j ; 

Professor Surcater. The actual figures are un increase in hourly 
- ings in manufacturing from 42.5 cents in July to 55.0 conts in 

ecember. 

This increase occurred, not during a boom, but during a severe 
depression; during a time when ap roximately 4 out of 10 of the 
larger enterprises in the country were losing money. 

he maladjustments produced by this depression have been so deep- 
seated and so serious that it is reasonable to suppose that recovery will 
be rather slow and prolonged over a considerable period of time. The 
recovery will vary in different industries, Some will go ahead more 
rapidly than others. To slap down on all industries, regardless of their 
success in achieving recovery, an additional burden of as much as 5 
percent on pay rolis would, in my judgment, be exceedingly unwise 
and would probably retard recovery. In fact, it is my judgment that 
we have been retarding recovery by pushing up wages as rapidly as we 
have been doing. es 

If you go from here to Montreal, you will cross an imaginary line 
where our laws end and the Canadian laws begin. Our recovery pro- 
a can be judged perhaps by whether business has been going 

orward faster on this side of the line than on the other. When I was 
in Canada about a month ago, Canadian carlondings, which are 
perhaps the best index of the volume of business, exceeded last year’s 
carloadings by about 30 to 35 percent, varying a little from week to 
week, In the United States a at that time—it was before 
comparisons were being made with the bank holiday period of a 
year a only from 15 to 20 percent above a year ago. 

So I would suggest, Mr. Chairman, that the burden be reduced to 
perhaps 2 percent. That would be inadequate from the standpoint 
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of a permanent scheme of relief, but in the midst of a depression as 
severe as this and with every prospect that the recovery will be slow 
and uneven, I do not think it would be wise to jump suddenly to an 
ideal system. After all, we are confronted with the problem of 
absorbing the present unemployed. That is a more immediate 
problem than the problem of relieving those who become unem- 
ployed during the noxt depression. So, while I am in very strong 
sympathy with doing something now, I venture to suggest a smaller 
immediate burden. : 

In the second place, this bill raises very fundamental questions 
concerning the best way in which to set up unemployment reserves 
or unemployment insurance. I have been a strong advocate of action 
by the State of Massachusetts. On several occasions I have appeared 
before the General Court of Massachusetts and urged prompt action. 
But is it desirable to put great pressrre upon 48 States to enact 
legislation within virtually a year or a year and a half? I fear very 
much that you will obtain some half-baked and ill-advised laws in 
many States. 

Now, there is no reason why the time need be so short. The bill 
may still be passed in this session and the States given an extra gear 
in which to act. Somo of the States, such as Massachusetts, Cali- 
fornia, and Ohio are undoubtedly prepared to act at once, because 
they have had the services of able commissions which have investi- 
gated the subject matter. Of course, the work of these commissions 
will be of value to other States. But tho friends of unemployment 
insurance or unemployment reserves must be more interested in get- 
ting the thing done right, and I am afraid the shortness of the time 
would provoke hasty and ill-considered action in some States which 
have not really gone into the problem. Consequently, I suggest 
that the effectiveness of the proposed tax be postponed from the 
ee Pha beginning July 1, 1935 to the taxable year beginning 

u s 

. Ta this connection, there rises the question of uniformity or diver- 
sity of State legislation. If uniformity or some degree of uniformity 
can be achieved by interstate compacts, certainly that would be 
desirable and yet the negotiation of interstate compacts is likely to be a 
somewhat time-consuming process. If you were to permit another 

ear, I believe you would substantially facilitate the getting together 

y States which are really part of a common competitive area. 

T happen to bo a strong friend of the compact method, particular! 
as applied to the industrial East, where States are very, very small. 
I get on the train at Boston at noon. By the time I am half throiah 
my lunch, I am in the second State. By the time I pay my check, 
I am in tho third State. I get down to Washington in time to go 
to bed that night and J have been through about seven States. 
Where the unit of regulation is so very small, it seems to me that 
we need to work very hard to make possible interstate compacts. 
So I should urge very strongly an extra year for the States to act. 

More fundamental than this, however, is the question of whether 
the State is the proper unit to deal with the problem of unemploy- 
ment. Now, I have advocated action by my own State, as I said, 
on several occasions. But that was because there seemed to he at 
the time no other method. Since the National Industrial Recovery 
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Act has come into existence, it is necessary to give very careful and 
impartial consideration to the alternative merits of the State and the 
industry as units of regulation. 

I should regret very much to seize upon the State as the method, 
without exploring with considerable care the other alternative. In 
my own mind, f am somewhat on the fence, but my prejudices—and 
I must call them prejudices, because they are not the result of thorough 
exploration of the problem as yet—my prejudices, my preconceptions, 
are all in favor of the industry. ; 
~~ ‘The States, in the first place, are not economic units. There is 
no rime or reason from the economic standpoint, to State boundary 
lines. . Industries are economic units. : ; 

Now, the codes are based upon theory of industrial self-regulation 
in partnership with the Government or under supervision of the 
Government. Tho theory of the codes has been, if I understand it 
correctly, that cach industry is subject to more or less peculiar 
circumstances, has more or less peculiar problems, and_ that it is 
better prepared to deal with these problems than any outside agency. 
The theory of the codes is that the time and attention of the Govern- 
ment, ought to be economized by delegating to the particular indus- 
tries as much responsibility for regulating their affairs as they can 
safely assume. 

Of course, we do not know whether the codes will be permanent. 


Possibly the abuses under the codes will be so numerous and s0 serious. 


that we shall revolt against them. 

Mr. Lewis. And relapse into the old anarchy. 
_ Professor Suicnter. Yes. I hope very much that they will be so 
administered that they can safely be made permanent, and if this 
happens, then there is a strong case for using the industrial organiza- 


tions that we have created for the purpose of providing reserves or. 


insurance against unemploymont. 

Mr. Lewis. At this point, Professor, I am sure the committee 
appre the importance of the natural economic unit—the trade. 
There is another factor that the committee may be impressed with, 
may be overimpressed with, and that is the effect of bringing the 


administrative work here to Washington. Members of Congress feel. 


that they are already overwhelmed and that even if satisfactory rules 
can only be attained through action of the Nation, still the administra- 
tion ought to be relegated back to the States to relieve Washington 
as much as possible. 

Have you thought of a way under which the trade organization 
night be used as the unit and at the sams» time the administration be 
left to the States? 

Is the question intelligible to you, Professor? 

Professor Suicuter. Yes. Mr. Chairman, to be frank, I have 
thought about it in a little different way. I have been very much 
concerned over the possibility of a great mess with two more or less 
conflicting systems of regulation—a State system and an industrial 
system, Assuming the codes remain permanent, I should like to see 
that mess avoided as much as possible. 

, Undoubtedly there is danger of too much centralization. It is 
simply q question of how to get decentralization, whether to use 
the States or the industries. You might argue very cogently that 
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the industrial method of regulation would produce too much 
decentralization. 

I think we have overdone the code business when we give a separate 
code to the mopstick industry. I think the concrete burial vault 
industry has not yet succeeded in obtaining its code, but it is down 
here trying to get. a code. When we go into such a multitude of very 
emall industrial divisions, I think we have overdone code making; 
and the possibility of using tho industries as agencies of regulation 
must hinge in no small degree: upon success in consolidating many 
of these divisions of industries under broader codes. 

Mr. Lewis. I understand in Germany they have about 1,600 
cartels, horizontally and vertically organized. My impression was 
that our codes, from that comparison alone, were perhaps too few in 
number. I am very glad to hear what you say. 

Professor SuicuTer. I think they are too many in number, Mr. 
Chairman. We may move in the direction of multiplying them, in 
which case we destroy much of their value as agencies for regulating 
conditions of labor. If we move in the direction of integrating them, 
they may become very useful methods of labor regulation. 

In the particular case of unemployment insurance or unemploy- 
ment reserves, employment occurs in large measure along industrial 
lines. It is a highly concentrated thing, and for this reason the 
premium rates should vary, not by States but by industries. That 
is merely sound cost accounting; if the steel industry or another 
cats goods industry has a heavy unemployment rate, then that 
in mpah should charge its customers enough for its product to make 
possible a—— 

_ Mr. Lewis (interposing). Would it not be true that by that same 
sign industry would be crippled financially; that is, if the unemploy- 
ment lists were large that would probably reflect the fact of a small 
market and leave their budget in a bad state? 

Professor SticuTer. It is true that when an industry has had its 
labor reserve subsidized by the community or by the workmen them- 
selves, because the workmen themselves are the main subsidizers of 
labor reserves at PS hengel Pr bla an industry has been coddled in 
that fashion, a sudden shift to making it pay most of the cost of its 
labor reserve would be disastrous. But the possibility of working 
toward a proper differentiation of premium rates exists only when the 
regulating organizations are constructed along industrial lines. 

Some industries are dying industries and that is another reason 
why the regulation should be on industrial lines, because a dying 
aaa must be in a position, as an industry, to obtain outside 
help. If we construct some kind of a pool, as I think we must to take 
care of those situations—for there will always be a lot of dying in-lus- 
tries, industries being pushed out by new industries—the dyin 
industry must be organized to approach a central pool and get relie 
of some kind of a systematic basis. Pa 

If you chop up unemployment relief by States, the dying industry 
cannot function in that fashion. The industry may be dying in one 
State and growing in another. Asa matter of fact, within State lines 
there are not such things as industries. There are very few States 
which havo enough plants of a given kind to say that ‘We have such 
and such an industry in our State.” 
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Under the codes the industries will regulate wages. There are 
strong economic reasons for believing that the same agency which 
wepulntes wages should have a large measure of responsibility for the 
relief of unemployment. First, because there is an intimate relation- 
ship between wage levels and unemployment, and in fixing wage 
levels, tho leaders on both sides in the industry should be put in a 
position where they must give very careful consideration to whether 
or not they are creating uneenproyment by what thoy are doing to 
wages. Second, because unemployment benefits are really nothing but 
~ deferred wages. They are part of the wage bill, and they should be 
taken into account in making the wage bill. If a wago increase 
is being negotiated in an industry, the question may logically arise, 
“Well, what to do with this wage increase; how much to pay out now 
how much to be put into the unemployment reserves to bo deferr 
wages later on when depression comes?” ‘Third, because many 
industries are in a postion to do something about unemployment, 
Berean seasonal unemployment. By their discount terms, by the 

ates on which they arrange for the opening of new lines, and by other 
arrangements some industries, are in a position to reduce seasonal 
unemployment. ; : ‘ 

The importance of that is that industrics may, through apheobeet 
action, conserve the unemployment reserves for periods of depression. 
That is what every student of unemployment, I believe, is particu- 
larly interested in seeing done; seeing seasonal unemployment re- 
duced, so that funds can bo conserved for the depression unemploy- 
ment, which hits every wage earner much more seriously. eee 

Mr. Reep. I am very sympathetic with the objectives of this bill. 
The thing that disturbs me very much is the haste with which it is 
being pushed along. ; ; 

It is such a complex question, and there is such a state of uncer- 
tainty as to the future, that it seems to me to launch it now without 
rather prolonged study, would be a dangerous thine—that is, if we 
wanted it to succeed. 

It seems to me if this could be given very careful study and then 
launched at a time when business had become somewhat stabilized 
end was going forward, it would insure the ultimate success of it, 
whereas, to go into it now might not insure that success. __ 

You already have raised enough questions to show that it should 
not be gone into with too great haste. F 

What is your opinion in regard to that, Professor? Do you think 
we have the necessary information at hand, and do you think wo are 
sufficiently stable at the present time to launch this legislation at this 
' particular session? What would you say about that? 

Professor SuicuteR. I should say that depended largely upon the 
eippegaaes It would be quite undesirable, in my opinion, to pass this 
bill in such a form that it would leavo very little room for discretion. 
This bill does not do that as far as the States aro concerned. But it 
does represent a prejudgment with respect to the States as against 
the industries as reguinting agents. __ . 

My projudioss are against delay. Bills get lost in the shuffle, and 
when things are a little better we do not worry so much about unem- 
ployment and do not act. As a matter of fact, I think we shall bo 
worrying very much about unemployment for the next 1, 2, or 3 years, 
for Ido not think this is the kind of a depression from which wo emergo 
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overnight. Possibly that might he regarded as an argument for delay 

but my prejudices are against delay, provided you can pass the kind 

of a bill which will not close the door to the establishment of unem- 

ployment reserves by industries under the codes, and which will not 

nnpoee a burden on industry before the taxable year beginning July 
9 e 

I have been urging very strongly that a way be found to impose a 
a measure of the responsibility for unemployment relief upon the 
industries. I should like to give, if I may, one additional reason for 
my belief. There is a tremendous temptation under a great many of 
these codes for industries to restrict production and employment in 
order to stabilize prices. You see, you conflict between stabilizing 
production and stabilizing prices, for if wo stabilize prices you un- 
stabilize production. The way to stabilize production and employ- 
ment is to let prices move. But when the copper producers, for 
example, got together and held copper at 18 cents a pound during 
the first months of the depression and well into 1930, they were 
stabilizing prices at the expense of employment and production. 
The codes, in one form or another, contain a great many provisions 
which are likely to reduce the fluctuations in prices, and so increase 
the fluctuations in employment. 

Mr. Lewis. You would distinguish then between articles that are 
elastic and inelastic in demand? . 

Professor Suicuter. Yes. Of course, it is true that the magnitude 
of a price change needed to produce a given change in the amount 
demanded varies pone as between products, but in some way 
or other, we must deal with the fact the codes are fostering monopo- 
listic action by many industries.. We might put a tax of some kind 
upon unused capacity. 

Mr. Lewis. Unused i 
_ Professor Suicnter. Yes. We might penalize industries for keep- 
ing capacity idle. That is just a thought; it raises a series of difficult 

uestions. What I am driving at is this: If the industry is respon- 
sible for paying unemployment benefits according to certain standards 
which you might set and must raiso money to do that, it has a stronger 
incentive to maintsin production. So the need for an incentive to 
affect managerial policies is far greater now that codes have been put 
into offect than it was a year ago. ' 

The popes to divorce the collection of funds from incentives is 

articularly out of date talk, I should say now, because of the codes. 

f the codes do not remain permanent and we revert back to what we 
used to call competition, the issue may not be so acute. But it is 
more acute than most people realize anyway, because effective 
sic sehr does not exist in a large number of industries. : 

We have monopolies of a great many different kinds, masquerading 
under a great many different camouflages. Wherever there is mo- 
nopoly, there is need of an incentive to discourago manufacturers 
from restricting production and thereby restricting employment. I 
do not see how you could get that very satisfactorily unless you impose 
a burden on industry so that the industry will act as a unit in going 
after more production and more business. oF Oe 

Mr. Lewis. Have you considered any amendment to this bill 
which would make the trade organization an alternative to the State 
organization in the application of the principles? 
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Professor Suicuter. Mr. Chairman, my suggestion would be that 
you add to the bill a section stipulating the minimum standards 
which must be embodied in codes, not standards of premium pay- 
ments, but standards of relief which should be more or less uniform, 
and let the tax apply in the event that the codes are not expanded, 
within a stipulated period of time, to embody these standards. 

It would be necessary to give each industry a free hand to, work 
out its own scheme, and give it exemption from the tax only in the 
event that the scheme were found reasonable and financially sound 
by the National Recovery Administration. ; 

Of course, many actuarial difficulties would appear at once, it 

would be necessary to make some rough decisions, and many of the 
schemes would havo to be revised, but that is a problem which would 
also have to be faced if you acted along State lines. 
- Mr, Lewis. You have been thinking of a substitute method, an 
entire substitute, I should say. I wish you would think—you will 
not have the opportunity just now—of an additional method that 
would be presented in the form of an election by the trade, to be put 
on a trade basis, in meeting these requirements, leaving State action 
obligatory, if the trade action did not take place. ; 

_ Professor SuicntEr. I should favor, Mr. Chairman, making two 
ot ae changes in your bill. First, modify section 2, which deals 
with allowable credits, to give employers exemption from the proposed 
excise tax for contributions made to unemployment reserve or in- 
surance schemes, estublished as parts of a code of fair competition 
under the National Recovery Act. Second, expand section 3, which 
deals with standards and conditions for credit allowances, to require 
that State unemployment reserve or insurance schemes must grant 
pempien from liability to employers and workmen who are covered 
by schemes which havo been or at any time may be established in 
connection with codes of fair competition. These changes would not 
interfere in the least with prosps action by the States but they 
would prevent State actior from closing the door to industrial action. 

tiple Ewis, Of course, we recognize that this is not a true actuarial 
subject. 

rofessor SticutTrer. That does not worry me very much, providing 
the difficulties are recognized in advance. You do not know at what 
rate to charge off machines; you do not know how long a machine 
is going to last; but that is not an argument + aati depreciation 
reserves. You do the best you can, and that is all you can do in the 
case of unomployment insurance or unemployment reserves. Of 
course, it is desirable to limit the liability of the funds in certain 
ways, and perhaps to take steps toward preventing the first unem- 
ployed beneficiaries from drawing off the funds too rapidly, but we 
will get, in course of time, the necessary actuarial data. 

That is always true. When you start insuring something you do 
not know the probabilities very accurately. The underwriter really 
starts out by betting with you that there is such and such a chance 
of a thing happening. ; 

Mr, West. Your opinion is that there was a well-established mo 
nope condition in industry prior to the adoption of the codes? 

rofessor SuichTer. Yes, in many industries, ~ 

Mr. West. The codes, instead of developing that condition, really 
have brought it to lignt, have they not? 
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Professor Suicuter. Yes, I think that is true. I happen to be a 
friendly critic of the codes; I hope they will last. . ; 

Everywhere you find a great deal of fault is found with specific 
provisions in particular codes. But the fundamental procedure of 

utting public organizations into industries where there was more or 
ess private organization under cover, seems to me to be a step in 
advance, and our chances of regulating these monopolies are somewhat 
the better, it seems to me, when we have industries supervised by 
constituted code authorities, with strong representation of labor, the 
censumers, and the Government on the code authorities. 

Mr. West, But your opinion is that we are not yet ready to express 
judgment with reference to the effectiveness of the codes, particular! 
with reference to the use of the trade associations in connection with 
an unemployment reserve fund that we might build up; that we are 
not in a position to know whether they could be used as the units for 
the building up of the reserve fund. 

Professor Suicuter. I think that is true, although I believe they 

can be. As I have said, my prejudices are in favor of the industrial 
method. What we do not know is whether the people of the United 
States will keep the codes. I might think that the codes in principle 
are pretty good things, that they are a step in advance; but, on the 
other hand, it may be found so difficult to prevent abuses under 
tham that they will ha¥e to be discarded. 
_ Mr. West. Of course, it is true that under present circumstances it 
is very difficult to een for a permanent program of unemployment 
insurance, or unemployment reserves; but there is always the necessity 
for beginning at some point to anticipate a condition that will follow 
this present period of depression, and if we postpone consideration 
until after the return of normal business conditions, are we not likely 
to postpone consideration rather indefinitely? 

Professor Sticuter. There is that danger. I fear that danger, and 
for that reason I should like to see a broad law passed at this session, 
provided the law opens the door to the code method and prevents 
State laws from imposing liability for premium payments upon em- 
Plovers and employees who are subject to code schemes. 

hat would not require delaying action by the States but it would 
mean you would keep the door open for action cither by industries 
or by the States. 

There would be a chance to find out whether or not it would be 
better to use the industrial method or the State method. There 
would be a great difference of opinion, and it would be all to the good 
to have that argued out thorovghly. I do not believe we should 
rush into one method without keeping the door open for alternatives. 

Mr. West. Your idea would be to try out the various alternatives 
that could be utilized in setting up this fund? . 

Professor Suicnter. That is the reason I made the suggestion that 
yon embody a provision extending exemption from the tax to schemes 
established under the codes and requiring the States to exempt from 
snd schemes the employers and employees who are subject to code 
schemes, 

_ [have just one other main point, Mr. Chairman, on which I should 
like to touch briefly, and that is the problem of financial adminis- 
tration. The possibilities of using unemployment reserves to stabilize 
business are very great, and the danger that they may unstabilize 
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business is also very Breat. It is a matter of financial administration. 
Of course, if the funds aro invested in securities, it would be necessary 
to liquidate a largo part of them during periods of al rea Now, 
thet might or might not create a difficult situation. You cannot pre- 
dict in advance what the condition of the money market would be. 

The reserve fund may be liquidating its securities at the same time 
banks are liquidating theirs. If the bond market is weak, every cor- 
_ poration which has maturing issues to meet would be placed in a 

difficult and dangerous situation. Such corporations would employ 
less labor. They would try and conserve their liquid assets by lower- 
ing standards of maintenance and postponing necessary repairs. 
Some of the railroads which were in a wenk condition used to closo 
down their shops for a few weeks just before each bond interest date. 

If the bond market is weak, the commodity market is bound to be 
affected. Likewise, the unemployment reserves may have an 
inflationary effect in periods of boom, and in some ways I regard this 
as more dangerous than their possible effect in periods of depression. 
One of the great troubles in times of boom is that interest rates are 
sluggish and rise too slowly, particularly long-time interest rates. 
They will be mado more sluggish if the unemployment reserve funds 
are offering large sums for securities. There will be simply so much 
more money seeking investment, and that will retard the upward 
movement of interest rates. 

To a considerable extent both of these effects can be counteracted 
by open market operations of the Federal Reserve banks. Thero are 
some students of financial problems who think that we ought not to 
rely upon open market operations, that we need a much more selective 
instrument of credit control than open market operations. That is 
one reason why I do not liko to seo us rely upon open market opera- 
tions to counteract the effect of the accumulation of unemployment 
reserves in booms and their liquidation in depressions. 

In the second place, even though we decided to rely most upon 
open market operations, there is the difficulty that a body like the 
Reserve Board is pretty much disposed to do the right thing too late. 
That is true of any group of 5, 7, or 9 men or largor. Ono of them 
let us suppose believes that the time toact hascome. Heis impressed 
by his observations of conditions. Ho argues and attempts to per- 
sunde his colleagues. Thoy are not to sure; possibly they have not 
been following mutters so closely. Perhaps he convinces one of 
them. Ho brings up the matter again the next time, and will perhaps 
convince another. Stowly, the whole board becomes converted to 
the idea that now is the time to act. Of courses, theso bodies do not 
usually act by bare majorities. They follow the policy of trying to 
get virtual unanimity. And there are a good many reasons for that. 

you can be pretty confident, I think, that the counteracting effect 
of open market operations will be too late, particularly in times of 
booms. The danger is much less in times of depression. 

It is very easy to overcome this difficulty, and I believe you should 
amend your bill and introduce an additional standard before the 
State scheme is accepted, namely, that the unemployment reserve 
funds be deposited in the Federal Reserve banks. It would be neces- 
sary, I take it, to amend the Reserve Act to authorize the Federal 
Reserve banks to receive those deposits. 


Tentag: 


UNEMPLOYMENT INSURANCE : 183 


What would happen then would be simply this. In times of 
boom, when the premium receipts exceeded the benefit payments, 
checks would be drawn upon the commercial banks by employers 
making their payments, and would be deposited by the trustees of 
the reserve funds in the Federal Reserve banks. So there would be a 
transfer of money from the commorcial banks to the Reserve banks, 
reducing the reserves of the commercial banks, and veenne the 
money market at the particular time when you are having a boom 
and the money market is too easy. 

. The reverse effect would appear in times of depression. The trus- 
tees would draw checks to pay benefits, and the beneficiaries would 

ay their grocery bills and rent, and those checks would be deposited 
in commercial banks. There would be then a transfer of funds from 
tho Reserve banks to the commercial banks, making money easier at 
precisely the time when you wish it to be made casier. 

There is no assurance—and this is quite important—there is no 
assurance that the magnitude of the effect in a period of boom would 
be the right magnitude. What you would be doing, in essence, 
would be sterilizing some funds at a time when you were having too 
much credit expansion, but you might sterilize the funds too fast, 
and you might tighten up the money market too rapidly and prevent 
business from omer requisite accommodation, The Reserve 
Board could counteract that effect simply by purchasing Government 
securities from the commercial banks. You would have inertia in 
that case as in the other, but the effect of the inertia would be reversed. 

The brakes would go on automatically. The Reserve Board would 
have to act to prevent them from getting too tight, and you would 
commence to get a much more satisfactory regulation of the money 
market than you have at the present time. 

You would have a real transfer of purenesine power from booms to 
depressions. You would have a real transfer to meet tho nceds of a 
depression. If the investments were simply in bonds that transfer 
probably would not occur. You would simply have, not a transfer in 
point of time, but merely a transfer from some persons to others. 

The buyer of the bond liquidated by the trustees of tho unemploy- 
ment reserve fund would have less purchasing power, and the unem- 
ployed man would have more. There would be a better distribution 
of purchasing power, perhaps, but no increase. If the unemploy- 
ment reserves, however, are deposited in the Reserve banks, there 
would be a genuine transfer and an easing of the money market at 
precisely the time when this would do the most good. 

Those, Mr. Chairman, complete the suggestions I havo to offer. 

Mr. Lewis. Doctor, the committee is very appreciative of your 
contribution to this discussion. . 

If you would give us a concrete draft of your suggestion as to mak- 
ing the trade unit rather than the State unit the functionary in the 
arpuee Hor of these principles, you would help us very much. 

ofessor Suicuter. Mr. Chairman, I should bo very glad to put 
into precise words an amendment which I think might serve that 
»urpose. Of course, you understand, I am an economist and not a 
awyer. a 

Mr. Lewis. An economist would first have to draft the provision, 
and the draftsman would later arrange its technique. But an econo- 
mist’s judgment would be very, very necessary. 
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Professor SuicuTER. I shall be very glad to send you such a rough 
draft, Mr. Chairman. 

Mr. Lewis. We thank you very much. 

(Mr. Slichter subsequently submitted the following draft:) 


Succestep CHaANcEs IN H.R. 7659, Tue Lewis-WacNnerR Bitt For Levyina 
An Excise Tax Uron EmpLovers 


Amend section 3, by adding 4 paragraph to read as follows: 

(k) Provides that in the event of an unemployment insurance or unemploy- 
ment reserve scheme being established as a part of a code of fair competition 
under the National Industrial Recovery Act and épproved by the National Re- 
covery Administration, each employer and his employees who contribute to such 
pian shall be relicved of all liabitity to make further contributions under the 

tate law to the State fund and shall be reimbursed pro rata by the State fund 
for all contributions previously made by them to the State fund in excess of 
benefits paid out from such State fund to employees of said employer.” 

In addition, make minor changes in the wording of section 2, paragraph b 
in order to make allowable credits applicable to contributions made to industrial 
unemployment reserve or unemployment insurance schemes. The following 
wording of paragraph (b) would accomplish this purpose: 

“*(b) Any employer who has paid the contributions required of him under a 
State law, duly certified under section 3 of this act, or under any code of fair 
competition Shproved by the National Recovery Administration, may credit 
against the tax thus due the total of the two following amounts: 

at ) The amount of contributions which he has actually paid during the 
taxable ven under such State law or such code of fair competition; and 

**(2) The amount by which these paid contributions were tess than his largest 
required contsibutions under such law or such code of fair competition in any 
previous taxable year: Provided, That— 

(a) The amount thus determined shall, before being credited against tax, be 
reduced by the same percentage by which the employer's pay roll is less than his 
pay roll in such previous taxable year; 

*(b) The employer’s required contribution rate for the taxable year is less 
than the comparable rate for such previous taxable year, and that such reduction 
was permitted pursuant to provisions of such State law or such code of fair 
competition not inconsistent with subsection (f) of section 3 of this act; and 

re by) The additional credit permitted under this subsection shall not be allowed 
an employer except where the unemployment fund to which such employer con- 
tributes under such State law or such code of fair competition has paid in full 
throughout the taxable year the compensation required under such law to be 
pale by such fund, without any reduction of compensation payments within the 

‘axable year due to the inadequacy of such fund.” 


Mr. Lewis. Our next witness is Rabbi A. H. Silver, of Cleveland, 


0. 
Will you state your full name, and give your relation to the subject 
matter under discussion. 


STATEMENT OF RABBI A. H. SILVER, THE TEMPLE OF CLEVELAND, 
CLEVELAND, OHIO, AND MEMBER OF UNEMPLOYMENT INSUR- 
ANCE COMMISSION OF OHIO 


Rabbi Sinver. My name is A. H. Silver; I am rabbi of the Temple 
of Cleveland, Cleveland, Ohio. oe 

Mr. Chairman, I have been a member of the Ohio Commission on 
Unemployment Insurance, appointed by the Governor of our State 
in 1932, to make a study of the subject of unemployment insurance, 
both here and abroad, and to bring in a bill on unemployment insur- 
ance, which bill was drafted and presented to the Ohio State Legisla- 
ture last yer. 
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I appear, of course, before your committee, Mr. Chairman, not as 
an expert on finance, or an expert on the subject of unemployment 
insurance, although I have devoted some years of study and consid- 
erable time to the advocacy of unemployment insurance in my State 
and in the country. ; ; 3 

I approach it from the point of view of a minister, one who is 
interested in social proplems, and particularly in the economic 
problem as it affects the welfare of the working people. 

It has been borne in upon me as it has upon many others in this 

country that the working people of our land are not responrible for 
these prolonged periods of unemployment, which occur, and for the 
recurring cycles of economic depression; and that furthermore, they 
are not prepared to meet the strain of prolonged unemployment any 
more than our large industrial organizations, our corporations, our 
railroads, and business organizations have been able to rely solely 
upon their own resources to meet tho emergency. 
- So that the unemployed worker has beon driven, after his reserves 
have been used up and his savings consumed, to resort to charity, 
to the dole, which is, of course, degrading to a man who has been an 
independent and self-supporting American workingman. 

Furthermore, it is apparent that this system of taking care of the 
unemployed by means of organized charity has broken down prac- 
tically throughout the land. 

I am convinced that the necessity of waiting upon Federal emer- 
gency measures to provide relief has its definite drawbacks, from an 
economic point of view as well as from a social and human point of 
view. ; 

Insurance against unemployment appears to me to be a construc- 
tive and dignified way of taking care of a problem which is coexistent 
in this country both with prosperity and with depression. It is 
seemingly a contains problem of our industrial life in eis Country: 

It is an inherent industrial risk, and it should therefore be antici- 
pated and provided for. 

One of the great values of setting aside unemployment reserves, 
Mr. Chait»:an, is that when the depression begins to set in, premiums 
paid out for unemployment insurance have a tendency to keep the 
curve of the depression from sagging too low. In our studies in the 
State of Ohio we found that if reserves had been set up during the 10 
years preceding the depression which began in 1929, a marked con- 
tribution would have been made to the maintenance of a higher 
standard of economic solvency than that which actually ensued. 

Personally, I feel that if we had unemployment insurance in all the 
States of the Union some of the emergency measures to which our 
Federal Government has been compelled to resort might not have 
been necessary. es : ath 

I am, furthermore, persuaded that this is the time to initiate such 
legislation. Our people at the present time are keenly alert to the 
problem, whereas a year or two of returning prosperity would make 
them forget the experience through which they have gone. 

Proverbially we are a people of short memory, and the thought that 
it would be wiser to delay the enactment of this bill until business 
recovers more, is, in my humble judgment, not sound, because it is 
very likely that in a condition of returning prosperity there will not 
be that drive and urge for the measure to be enacted. 
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I would like, if I may, to state one or two criticisms of the bill as 
drafted. I would, first of all, point out that I believe the 5-percent 
tax, as stipulated in the measure, is excessive. In our studies in Ohio 
we estimated that a reasonable amount of protection can be had for 
approximately 3 percent of the pay roll; and that on the basis of 3 
percent of the pay roll we would be able to extend protection for a 
period of 16 weeks, paying on the basis of 50 percent of the wages of 
the workers, the maximum being $15. . 

T am inclined to think, Mr. Chairman, that much criticism of the 
bill will conter upon this large percentage, whereas the success of the 
measure, based on this actuarial insurance estimate, really does not 
require that large percentage. 

have also been impressed, as the result of my work on the Ohio 
Unemployment.Commission, with the thought of the desirability 
of having the employee contribute to the insurance fund. That is 
desirable from the point of view first of all of putting it on the basis 
of insurance, and not on the basis of a relief-grant from industry or 
from the State; and secondly, in that it gives the working man the 
feeling that this is his insurance to which he is contributing in the 
same way as he contributes to life insurance. It would give him a 
keener interest in the insurance and will make him feel that he is an 
active participant in the fund that he is helping to create. 

Under the provisions of our bill an employer contributes 2 percent 
and the employee 1 percent of the total. The contribution of the em- 
ployer is also graded on the basis of the regularization of his industry, 
so that the manufacturer or industrialist. who succeeds in regularizing 
employment within his industry is allowed a lesser percentage as his 
charge of the contribution than the one who does not regularize. 

I feel, too, and I believe that the majority of our commission felt that 
the insurance fund should be a common fund, and that it should not 
be built up on the basis of separate reserves of individual industries. 

Our objection would also cover the trade or code grouping to 
which Professor Slichter referred. ‘ 

I feel that that insurance is the soundest which covers the widest 
spreee of people in every State, and that is the reason why we approach 
the subject from the point of view of insurance rathor than from the 
point of view of relief. We feel that an insurance system which*is 
actuarially the soundest can be built up on tho basis of a definitely 
determined contribution on the part of industry and_employees. 

I think that is all that I care to say on the subject, Mr. Chairman. 

Mr. Lewis. Do you happen to have a copy of the Ohio bill with you 
so that we could take out of it the clause dealing with the graduation of 
the tax on the employer for the purpose of promoting the regulariza- 
tion of an indust 

Rabbi Sinver. Yes, Mr. Chairman; I have a copy of the bill here, 
and shall be very happy to submit that to you. 

_. Mr. Lewis. if you insert that particular section in your testimony, 
it will be of service to the committee. 

Rabbi Sizver. I shall be very glad to do that. 

Mr. Lewis. We thank you for your statement. 

(The section of the bill referred to is as follows:) 

(b) Every employer subject to this act shall in the month of July 1934, and 


thereafter at such intervals as the commission may determine and require, pay 
into the fund the amount of premiums fixed by this act, and by the commission 
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as authorized by this act, for the employment or occupation of the employer. 
Until July 1, 1937, the contributions or premiums regularly payable by every 
employer into the fund shall be an amount equal to 2 percent per annum of 
pay roll. Thereafter the premium to be paid hy each employer shall be determined 

y the classification; rules, and rates made and published by the commission; 
and every employer s {hereafter pay at regular intervals fixed by the com- 
mission such premiume into the fund as may be ascertained to be due from him 
by applying the rules of the commiission: Provided, That the premium for an 
employer shall in no case amount to less than 1 percent per annum or more than 
336 percent pee annum of such employer’s pay roll. . 

G For the purpose of establishing the premiums to be paid by employers on 
and after July 1, 1937, the commission shall investigate, group, and ¢ y 
employments, industries, and occupations with respect to the de: of the 
hazard of unemployment fn each, shall determine the risk of unemployment on 
the basis of the employment record and the fluctuations in the pay roll of each 
employer, and shall fix the rate of premium to be pald by each employer on an 
actuarial rating at the lowest possible figures consistent with the maintennce 
ofa solvent insurance fund with reasonable reserves and surplus, but within the 
Hmitations of maximum and minimum rates of contributions by emipioyete 
stipulated in section 3 (b). The commiesion shall have the power to apply that 
form of rating system which, in its judgment is best calculated to merit or 
individually rate the risk most equitable for each employer, predicated upon the 
record of employment and the fluctuation of pay rolls of such employer, and to 
encourage the prevention of unemployment; and shall develop fixed and equitable 
rules controlling the same. 

Mr. Lewis. The next witness on our schedule is Dr. I. M. Rubinow, 
of Cincinnati, Ohio. ; ; : 

Will you give your name and state your relationship to the subject 
matter under discussion? 


STATEMENT OF DR. I. M. RUBINOW, OINCINNATI, OHIO, 
REPRESENTING THE B’NAI B’RITH, AND MEMBER UNEM- 
PLOYMENT INSURANCE COMMISSION OF OHIO 


Dr. Rusinow. Mr. Chairman, my name is I. M. Rubinow. I am 
listed as secretary of the B’nai B’rith, which happens to be my pro- 
fessional connection at present. But, today, I am not representing 
merely this particular fraternal organization. I am speaking also as a 
member of the Unemployment Insurance Commission of Ohio, of 
which Rabbi Silver was also a member; and perhaps more than that, 
as a man who happens to have devoted some 30 years of thought to the 
subject. I hope that establishes my standing before this committee. 

Because of those 30 years of study one is full of the subject, and 
there are so many different aspects to it that one is somewhat at a 
loss to know what particular phase to touch upon. ; 
gc shall is glad to answer any specific questions the committee would 

ike to ask. 

I take it that the time has almost passed for a general defense of 
the principle of unemployment insurance and an argument for its 
need, particularly in view of the opnioe so forcibly expressea only 2 
days ago by the President of the United States. ; 

Vo recognize that the primary pre from an insurance stand- 
point must be the distribution of the risk among many, and we 
realize now that the burden of unemployment, the relief of employees 
who are unemployed, has to be borne by many in a very crude way, 
and we, therefore, enrouge the establishment of the dole in various 
ways, by city, county, State, and Nation, have admitted this one 
principle of unemployment insurance. 
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Another principle of unemployment insurance is that of building up 
reserves, 6 have not built up any reserves for unemnp oymcnt 
insurance, and therefore we have had to draw upon the future by 
expanding our national debt to pay for something which we might 
have provided for during the last 10 years. 

_ I would not have touched upon these general aspects of the problem 
any further except for certain fears expressed by Professor Slichter 
a little walle S20. : 

Economists have sometimes a way of delaying action by express- 
ing many fears and uncertainties. It is bad enough to make a 
definite prophecy, which may or may not be helpful. But to draw 
a picture of the various consequences which may or may not result, and 
utilize this as a means to delay action, I am afraid does not help 
very much. 

Incidentally, the fear that is expressed that the very accumu- 
lation of unemployment reserves may prove a disturbing factor in 
our national finances, I think is very largely based upon a misunder- 
standing, a misunderstanding so obvious that one really does not 
have to be a professional economist to see it. 

In times of boom, unemployment reserves are not the-only, not even 
the most important, factor in stimulating the demand for bonds 
through accumulation of funds. 

Unless we are willing to preach the policy that everybody must 
spend everything he carns during boom days—and I am sure our 
savings banks are not going to be very enthusiastic about this kind of 
financing during boom poe ve must acknowledge what the world 
at large realizes, that if our boom days’ savings do not flow into the 
unemployment insurance fund, they flow into savings banks. 

If we are afraid that tho bid for bonds during boom years is going 
to produce an inflationary condition, we might as well provide regu- 
lations limiting the sale of life insurance during boom years. 

The same thing holds true of the obverse situation of the sale of 
bonds during bad times, To begin with, we must not visualize un- 
employment insurance as a system which goes on hccumulating for 10 

ears and then suddenly throws all its reserves in the market. That 
is not the picture. When bad times come along, all working men 
do not stop working and all payments into the fund do not stop. 
What happens is that gradually the payments into the fund begin 
to decline and the payments out of the fund begin to increase. Of 
course, the point may be crossed when the funds begin to feel that 
they have got to unload their reserves. Now, if they do not do it 
poeple who have life insurance go to life insurance companies and 

orrow money and people who have money in the savings bank take 
their money out of the phe os banks, and life insurance companies 
and savings banks have to unload their bonds during times of depres- 
sion. 

How much more a charge of 2 or 3 percent and the results of that 
charge are going to disturb the bond market, I do not know. I would 
be willing to ask Professor Slichter’s advice, but he does not know 
either. we are on the same level, except that I do not believe that _ 
my ignorance of what is going to happen in 1941 should be used now 
as an argument for delaying action. I do not believe that important 
problems of social policy must be made dependent entirely upon the 
condition of the bond market. 


- 
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_ Waiving aside any further arguments for unemployment insurance 
in general, your bill, Mr. Chairman, introduces a new factor into the 
situation. It introduces the factor of Federal action. 

The Democratic platform of 1932 definitely promised unemploy- 
ment insurance, but it said “‘ Action by States.” — 

In 1932 or in 1931 many of us still though that these problems 
arising out of mass unemployment could be handled locally. Oceasion- 
ally one still feels or hears reflections of that peculiar point of view; 
very peculiar to the United States, because the problem of unemploy- 
mene is not considered a local problem in any modern industrial 
country. 

_ We have created a number of what I call artificial “versus” situa- 
tions. We always argue as to what to do—one thing “versus” 
another. We created a “versus” situation between private philan- 
thropy and public relief; between local and State public reliof; between 
State and national relief. In 1034 I think all of us who have an 
practical contact with the problem realize that there is no “versus”, 
there is no question of ‘either or’’; it is a question of “and.” With 

rivate represen pea “and” county relief “and” city relicf “and” 

tate relief “and” Federal relief, we are still not relioving the entire 
burden of unemployment. 

Your bill is important for this particular reason, because it admits 
that thore is a national obligation, a national duty. 

Of course, there are several ways in which the Federal Government 
could handle the situation. Iam entirely in agreoment with Professor 
Slichter that it would be desirable to have one national system; not 
perheps give the adiinistration of this to codes, first because, as 
hes been adinitted, the future of Use codes is uncertain, their methods 
of operation are more uncertain, but because it is a national problem: 

If there is a way to have a national unemployment insurance law, 
I am in favor of it. Of course, we are told that there are constitu- 
tional difficultics. I am unable to express an opinion on that, not 
being a man learned in the law, though as a layman ono feols that if 
fino problems of constitutionality have to be decided by a vote of 
5 to 4, one man’s guess is about as good as another’s. Itis a gamblin 
chanco. But if that is to bo excluded for the present, there are sti 
other ways in which the Federal Government can, and your bill 
undertakes to do so, stimulate, encourage, and perhaps help State 
action. One would boa method of direct subvention. But I suppose 
there aro fiscal reasons why at this particular timo a bill suggesting a 
ane appropriation on the usual principles of Federal aid in connection 
with Stato legislation, might not have much of a chanco of success. 
For that reason I am very much in favor of the bill introduced, 
because it is 2 very ingenious way of introducing the Federal Govern- 
ment as a factor in a situation without, for the present, disturbing 
our potion! scheme of local legislation. os F 

There is 4 great deal of truth in the criticism which Professor 
Slichter made about the limitations and difficulties and incongruities 
of State action, whether the States be small or large. After all, I do 
not suppose it is so much a question as to where you eat your funch 
and dinner and how large a State is geographically as a question of 
industrial importance. But if that argument should be consistently 
applied, what would have become of all of our labor legislation and 
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- social legislation? I have not heard New England | proposing to abolish 
ite aix different workmen’s compensation laws. ey have them and 
they manage to work under them although the same criticism could 
be applied to the aix different compensation laws, with different stand- 
ards and different systems of administration. 


merely a matter Stignorence. _ Agood many arguments are malicious 
sd upon misunderstanding. But the argument of 
interstate competition is a sound economic argument. Your bill is 
important because it meets that. 
f course, the seportancs of the argument has been grossly exag- 
trated. Two or three percent of wages does not constitute the 
ecisive factor in the transmigration of industry from one State to 
another. But it may have an influence. At least, in our struggle 
for the bill, we have had to meet that particular argument on tho part 
of chambers of commerce and even our Governor, who thought that 
because of the present situation and the presence of interstate com- 
petition, no action should be taken on the bill at this particular time. 
Your bill is important because it meots this argument. There are 
some t in the bill which I shall be glad to comment on, which 
I would like to see changed or amended, but not to the extent of 
weno ane action on the bill if any changes or amendinente might 
ay it. 
I fis in agreement with Dr. Slichter that 5 percent at this particular 
time is a rather high charge, particularly because the standards which 
ou are established as ce nr sere standards do not require the 
ercent, 

Of course, no one can tell exectly what unemployment insurance is 
going to cost in any particular State or in any particular neualy 
ou never can do that with a new system of insurance. You cou 
not do it with compensation 20 years ago. But such computations as 
have been made—and we have made them in Ohio rather extensively, 


perhaps more so than in any other State—indicate, as Rabbi Silver - 


_ pointed out, that surely with the very low standards which you have 
established in the bill as minimum, 5 percent is not called for. 

I do not want to go into actuarial details at present. I shall be 
glad to furnish the committee with any additional information in 
writing, if you so desire, but, on the face of it, Prof. Paul H. Douglas 
has computed the average rate of unemployment to be about 10 per- 
cent, taking a period of about 40 years. Ifyou paid half-wage benefits 
for the full time of unemployment, the 5 percent of the wage would 
pay for 10 percent of the unemployment. 

tis true that in the last 2 or 3 years, the unemployment rate was 
very much higher than that. No one can tell how svon the next 
depression will come, nor how deep the next eoprececs is going to be. 
But insofar as economic history teaches us anything at all, depressions 
of the character of the present one are not a matter of occurrence 
once in 10 years. The nearest approach to it was 40 years ago, and 
perhaps we may not have another one like this for another 40 years. 

At any rate, if you limit your benefits to 10 or 14 or 15 weeks, you 
do not need 5 porcent. . : 

. Of course, the question is, Mr. Chairman, whether you want to 
stick to these very low standards. I do not know what actuarial 
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advice the committee has had. There is evidence of very careful 
drafting in the bill, there is uo question about that. There evidently 
was an intention not to force upon any State any specific type of 
legislation, but to include under this bill upon certification of the 
Secretary of Labor, all laws at present in existence—and that means 


only one, in Wisconsin—or all such bills as have made some fair prog- 


ress in their legislative history. _ - 

There are seven States in which bills have passed one of the two 
houses of the legislature. But I think that there is some mistake in 
the desire to meet the standards of all these legislative efforts too 
easily. Since the intent of your bill is practically to force—-by offer- 
ing an incentive so strong that it is almost pressure—to force every 
State to adopt now legislation, it seems to me that the bill may have 
to take courage to force some changes in one particular act already 
adopted or in the other bills which are near adoption. Therefore I 
want to make a few suggestions about these specific standards which 
I think require some modification. ; ; ; 

First, the amount of relief or benefits which the bill must grant in 
order to come under the exemption provision of your bill: I am_not 
sure that I understand the language on page 8, lines 11 to 13 and 14, 
concerning a minimum rate of $7 a week, or else the employee's 
average wage earnings for 20 hours of work. 

Perhaps it is my fault—it might be explained to me—but I am not 

certain as to which one of the two standards would have to be in the 
law to be acceptable to the Secretary of Labor. 
__ If there is to be 50 percent of wages, I would, of course, consider 
it satisfactory. But $7 appears to be very low, and I am very much 
afraid that what is stated here to be a minimum may become in 
actual legislation a maximum, as often happens. __ 

Certainly we do not want to begin with legislation so low in its 
standards. I think the language ought to be corrected to provide 
that the maximum should not be too low. The maximum in Ohio is 
$15, which we think sufficient. In Wisconsin, the maximum is $10, 
which we think decidedly insufficient. 

Then there is the other provision on the same page, at the bottom of 
the page, providing for 10 weeks’ compensation. That I believe is 
hopelessly inadequate. Of course, I do not mean to claim that 16 
weeks is adequate. It is hard to say what is adequate and what is 


" inadequate. No one suggests that the entire loss due to unem- 


loyment should be compensated for. No insurance is full insurance. 
We do know that 16 weeks is more than 10; we do know that a maxi- 
mum of $240 is more than a maximum of $100. 

In Ohio, I happen to have done the actuarial work for the Com- 
mission and we agreed on 16 weeks, not because we thought it was 
adequate, but because thero was the feeling that 3 percent was the 
maximum load that you could put on the employer and employee 
combined. Personally, I did not agree with it. I urged a 4 percent 
rate upon the Commission, with 2 percent from the employer and 2 
percent from the employes, which would enable us to increase the 
duration of the benefits from 16 weeks to 26 weeks, That would 
make quite a substantial difference. 

You see, what would happen under the Wisconsin law would be 
that under norma! conditions, with the normal amount of unemploy- 
ment, perhaps 40 percent of the unemployed would be getting 
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compensation and 60 percent would not be getting any. There would 
be those who had just heen discharged and who Fould not be gettin 
any compensation during the first 2 weeks and those who had passed 
their 10 weeks and have gotten all they are entitled to. That is bad 
enough. But in a year like 1932, when everybody or pretty nearly 
everybody who had lost his job had lost it in 1930 or 1931, you would 
have a situation under which the funds would be very sound, money 
would still be flowing into the funds, and reserves would be accumu- 
ating. : 

The funds would not have to sell their bonds. None of those dis- 
_ tressing ie ge would happen for the simple reason that perhaps 5 or 

10 percent of the unemployed would be getting something; but for the 
rest, 90 percent, this law would be a snare and a delusion. And I can- 
not imagine anything that would he more disturbing to the general 
economic and social scene in Amorica than to have millions of people 
unemployed in States which presumably have unemployment in- 
surance laws and 80 or 90 percent of the workmen unemployed not 
getting any relief. That would be a very serious situation; it would 
throw discredit upon this legislation and government in general. 

. If you feel that a 5-percent tax can be imposed, if industry agrees 
to it, then, of course, the rate of benefits could be very much en- 
larged. If you feel that 6 percent cannot be imposed, then, tho bene- 
fits have to he kept down, but not as low as they aro in the bill, and in 
addition we may have to stimulate States to impose a part of the burden 
upon the employees. : : 

There has been a great deal of very hasty economic reasoning in 
the argument that the ontire cost must be placed upon tho employer. 
I am not here to defend industry und employers. Itis not a question 
of unloading a part of the burden of the employer on the employee. 
We are likely again to make the same mistake o renting a “versus”? 
situation. Whatever we can impose upon the empoye et us impose 
it upon him. But, in addition, the employee, can af ord to spend 1 or 
perhaps 2 percent of his wages, because after all, it is not going to go 
to somebody else. It is going to come back to him. We are making 
him pay up in times he is working, so that he does not need to become 
a subject of private or public charity, no matter how carefully you 
disguise it by alphabetical connotations, when he is out of work, in 
times of depression. 

There is one more thing which I think is extremely important, and 
which I think could be amended in the bill, and that is subsection B, 
page §, which is one of the provisions which the Secretary of Labor 
18 to pass upon, that the legal liability of such unemployment fund 
to pay compensation “shall be limited at all times to the resources of 
such fund.’ 

I cannot seo the necessity for such a provision. I seo the dangers 
of it, particularly in the States in which we may have legislation with 
individual reserve funds for employers. Either we promise something 
to the unemployed workman and then we have got to keep our 

romise, or we definitely make him understand that we have promised 

im nothing. A contingent promise is not insurance, and even if we 
do not use the word insurance, there is no use talking about a reserve 
if, when the time comes, there is no reserve. 

With a public fund the resources include the future as well as the 
past. If wo were providing for a private insurance company, we would 
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have to protect that private insurance company ae the obliga- 
tion of paying something it has not got. The public fund, in addi- 
tion to the reserve accumulated during the previous years, and in 
addition to the income which it is receiving in the present, also has 
the reserve of a right to borrow money, to be repaid out of future 
accumulations. It seems to me that if you are establishing through 
this act standards for State action, you must emphasize one definite 
point, that a promise made to the workman as to what he is going 
ao get when he is unemployed, shall not be broken under any circum- 
stances, 

Mr. Lewis. In other words, the minima prescribed —— 

Dr. Rupinow. Must be paid. Now, how that is to be done—— 

Mr. Lewis (interposing). In that connection—and I am thinking 
out ioud here and may have to deny this thought—what would be the 
objection to saying to the mucky employee, ‘The time has come when 
you must also contribute to aid your brothers who are not so for- 
tunate as to be employed?” ; 

Dr. Rusinow. That exactly expresses my point of view, Mr. 
Chairman, and I am very glad you use the word “lucky”, because I 
think we have been a little naive in our assumption that what is true 
of industry as a whole is also true of the individual employer. 

Of course, in a general way it may be said that the responsibility 
for unemployment or for irregularity of industrial processes devolves 
upon industry.as a whole. It does not follow that the same argument 
applies to the individual employer. The element of luck is very much 
more important there. I have all sympathy for the employer and I 
wish him all thé luck he can possibly have, but I do not think we 
ought to make the right of the employee to get benefits contingent 
upon the luck that the employer may have. 

Of course, there aro ways out of it, even if you do not want to pre- 
scribe very closely the conditions of State legislation. I take it that 
the purpose of the bill is to leave the States a certain leeway of action, 
which may be right. 

I made a suggestion some years ago which I see has been adopted at 
least by one State in its State report—by Virginia. That is, if you 
do not have a general State pool or insurance fund for all employers, 
you can at least have a State guaranty fund. The Virginia commis- 
sion proposes that in addition to the 2 percent which the employers 
pay into their own separate funds, that they pay a half ponent into a 
general fund from which thoso promised benefits can be paid if the 
individual fund is not able to pay them. Perhaps in your act, with 
proper amendments, something more may be done. If you are willing 
to take my statement that 5 percent is not necessary for the particular 
scale of benefits which is provided, it might be possible to divert part 
of this money into a Federal guaranty fund to come to the assistance 
of State funds, if they are unable to meet their obligations. 

I have read the bill pretty carefully. I do not think there is any 
statement. there as to what is going to happen to the difference 
between the 5 percent which you impose and the 2 percent, or what- 
ever the percentage may be, which will be remitted, unless you had 
in view that the States would actually charge 5 percent. There may 
be a residue there. That residue might be definitely provided for 
to go into a Federal guaranty fund out of which the State funds 
might be subsidized if the unemployment situation whizh sometimes 
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strikes some States woree than others is such that they are unable to 
meet their obligations. 

That brings me to another point which I should liko to mention in 
conclusion. The whole question of a contribution to the unemploy- 
ment-insurance fund or funds from public treasuries is left unanswered 
in the bill. For 20 years I have taught that, Unemployment insurance 
_ and other forms of social insurance are entitled to a contribution 

from the State or, in our case, from the National Government. 

Many of us on the Ohio commission were criticized for not including 
a State contribution in our bill. Ido not think that our failure to do 
so was duo to the abandoning of our principles. But in 1932 and early 
1933 the finances of the State of Ohio, as of a great many other States, 
were in such condition—and I am afraid they still are—that any 
_ suggestion about an additional burden upon the State treasury would 

have made any progress of the bill impossible. Of course, in Colum- 
bus, we could not offer suggestions of legislation that Washington 
should be contributing to the fund. But in Washington it can be 
done, and perhaps at this particular moment should be done. I have 
not quite as much time to wait as other people have. I would like to 
see action on this bill. But, sooner or later, an additional contribution 
from the public Treasury to those State funds might be thought of. 

I know that it is now becoming popular to resent any additional 
propomtens which mean burdens upon the Federal Treasury. But 

his is not an additional burden. 

Because we had not done it from 1921 to 1930, we had to borrow 
billions of dollars to do it now, and the same principles of good econ- 
omy and soupercoping wien apply to a family and a citizen and 
a State apply to the Federal Government as well. Had we made 
reserves during the last 10 years for dealing with unemployment, 
we might not have been in a position where we had to extend our 
enonat debts at a time when conditions were not particularly favor- 
able. 

_ If there are any other particular problems that you are interested 
in, I shall be very glad indeed to take them up. ; 

Mr. Lewis. Thank you very much for your contribution. 

The next witness is Mr. Royal Meeker, of Now Hayen, Conn. 

Mr. Meeker, you have had a long ocean. in this field, and we 
will be glad to have you give a brief descriptive reference to your 
experience. 


STATEMENT OF ROYAL MEEKER, NEW “HAVEN, CONN., INDEX 
NUMBER INSTITUTE 


Mr. Mzexer. Mr. Chairman, I am an economist-statistician, God 
save tho mark. 

I was at Princeton University for 8 years. I was then called to 
Washington to take charge of the Bureau of Labor Statistics. After 
that I went to Geneva to organize the research, statistical, and infor- 
mation work in the International Labor Office. ; 

From Geneva I returned to take up the arduous task of the position 
of secretary of labor and industry in the State of Pennsylvania, my 
native State. . hee : 

I have served on the social research commission which visited 
China, and since my return from China I have been associated in 
research work on labor problems. 
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I may say I advocated unemployment insurance, perhaps not very 
intelligently, but with a good deal of zeal, 20 years ago, and I am 
still advocating it. I feel that the Wisconsin unemployment com- 
poser law is a most interesting and worthy piece of legislation, 

ut I do regret that that law throws overboard entirely the insurance 
principle and puts unemployment reserve funds on a particularistic, 
individualistic basis, which is the very opposite of the insurance 
principle. It may be that is as far as we can go now, but I sincerely 
trust that this bill may, caeneirate @ movement which will result in 
reestablishing the panes © insurance in taking care of the terrific 
problem of unemployment in this country, instead of relying, as you 
ae Dr. Rubinow have described it, on the luck of particular em- 
ployers. 
ow, Mr. Chairman, to conserve your time and my time and the 
time of these hungry auditors, I have prepared a statement, and I am 
ready to read it, with this condition, that I may have the privilege 
of completing my statement with as few interruptions as possible. 
Then I am willing, of course, to listen to questions, but I do not 
guarantee to answer them, because my experience is that Congress- 
men can ask questions which archangels and even economists cannot 
answer. : 

Mr. Lewis. Is that because of the nature of the subject, or the 
nature of the Congressman? 

Mr. Meeker. Both. 


Intropucrory OvuTLine oF Testimony OF Mr. MEEKER 
THE PLACE OF UNEMPLOYMENT INSURANCE IN AN INDUSTRIAL PROGRAM 


I. Unemployment in relation to other social hazards: 
1, Maembloyment the only strictly occupational hazard; six major social 
azards: 
1. Birth. 
2. Unemployment. 
3. Illness. 
1) Occupational. 
2) Nonoccupational. 
4. Accident. 
23 Occupational. 
2) Nonoccupational. 
5. Invalidity. 
% Occupational. 
2) Nonoccupational. 
6. Death. 
1) Occupational. 
2) Nonoccupational. 
2. Unemployment the most destructive of all occupational hazards: 
I], Measures necessary for the outlawry of unemployment: 
1. Stabilization of the general price level and of business through money- 
credit control. . 
2. Seas production with consumption through organization of indus- - 


ries. 

3. Unemployment insurance. 
1) To penalize unemployment. 
2) To provide for the unemployed. 

Hil. Ob leorans to unemployment compensation or insurance: 

1. Employers cannot control unemployment and therefore should not pay 
unemployed workers. 

2. No accurate statistics of unemployment exist, hence no provision for 
unemployment payments is possible. 

3. The costs would be prohibitive. 
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4, Paying men for not working would create and make permanent the indus- 
ry of unemployment. 
5. Unemployment payments are un-American. . 
6. Unemployment payments would destroy the self-reliance and initiative of 
workers. : 
7. Unemployment payments are impracticable because uniform laws in all 
States are unobtainable. : 
_ §. Even if unemployment payments were desirable and practicable nothing 
should be done now because business revival would be retarded or 
prevented. 
IV. Observations upon the pro bill: . 
1. een employing five or more workers should be considered for 
nciusion. 
2. Employers having unemployment benefit systems should be included, 
whe! ed or not the State has an unemployment compensation or insur- 
3. As further encouragement for creating unemployment payment systems, 
the Federal Government could properly give preference in making 
loans to industry to employers having such systems. 

Mr. Meeker. I have labored in the dark, because I have not known 
what matters have been presented to this committee. I would like, 
for my own sake, to put this particular piece of social welfare protec- 
tive legislation in its proper place in a social program. For that 
reason I go back and deal with fundamentals, and I trust that will not 
be wasting your time. 

I want to speak about the place of unemployment reserves or in- 
surance in an industrial program. 

_ Unemployment is the only strictly occupational hazard. There are 
six major hazards that threaten the well-being of all mankind. These 
are: first, birth; second, unemployment; third, illness, either occupa- 
tional or nonoccupational; fourth, accident, either occupational or 
nonoccupational; fifth, invalidity, either occupational or nonoccu- 
pational; and sixth, death; either occupational or nonoccupational. 

Of all these hazards, unemployment is the only purely industrial one. 
Sickness attacks the workers whether they work ornot. Any accident 
which may occur in the course of work may occur in the home or on 
the street. One can break an arm or a leg by falling off a step ladder 
in the kitchen just as easily as by falling off a scafford in the shop. 
Automobiles on the streets kill and maim many times more people 
than do machines in factories. Death and disability come alike to 
the employed and to the unemployed. The worker can suffer any 
sort of a physical disability at home as well as at work. But the only 
way he can be disabled by the accident, or, if you prefer, the disease 
of unemployment, is by losing his Mo Unemployment is the only 
purely occupational hazard of all life’s hazards. 

Unemployment is the most destructive of all occupational hazards. 
We have no reliable statistics of unemployment for the whole United 
States. The several attempts made by the Bureau of the Census to 
count the unemployed fell far short of giving us complete or satis- 
factory information. The census of unemployment made in 1930 
was, perhaps, less satisfactory than previous censuses because only 
persons “usually occupied” who had no jobs of any kind were enu- 
merated. Thus all new job seekers were excluded and all others who 
were doing odd jobs or who were actually without work but whose 
names were still kept on employers’ pay rolls. It is probable that 
the number of job seekers without work in April 1930, was three or 
four times the figures reported by the Census Bureau. 
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Incomplete and inaccurate as our information is regarding unem- 
ploymen in the United States, it seems certain that this industrial 
azard has cost more than all other industrial hazards combined. 
Estimates which are scarcely distinguishable from guesses, have been 
made of the dollar losses due to lowered production and earnings 
during this depression. It is impossible to express in dollars the 
terrific losses resulting from disorganization of the business system 
and the demoralization of the workless’workers. It is probably true 
that the destruction of values and morale during the past 4 years of 
so-called ‘peace’’, has been much greater than the destruction dur- 
ing the 4 years of the World War. The reduction of these terrifio 
costs of peace is quite as important as the reduction of the costs of 
war. The outlawry of unemployment is, in my opinion, more neces- 
sary and more practical than the proposed outlawry of war. I advo- 
cate the Wagner-Lewis bill because I think it is a step toward the 
abolition of unemployment by law. 

What measures are necessary for the outlawry of unemployment? 
All preventable unemployment should, of course, be prevented. 
Three major measures are essential to reduce unemployment to the 
irreducible minimum and to take care of those unfortunate workers 
who, in spite of all that can be done to systematize and stabilize pro- 
duction and consumption, are unable to find work. 

These three major measures are: First, stabilization of the general 

rice level and of business through money-credit control; second 
balancing production with’ consumption through organization of 
industries into associations; third, unemployment insurance, first, to 
penalize unemployment, and therefore reduce it, and, second, to 
provide sustenance for the unemployed. ; 

Unemployment insurance should be regarded primarily as a pre- 
ventive measure. Its function us a means for sustaining the lives and 
the morale of workers, important though it be, is secondary. 

_ submit a brief outline of these threo measures to show their place 
in a program for the outlawry of unemployment. 

First, as to stabilization of the general price level and of business 
ehrougn money-credit control. ; ; 

Violent disputes rage about the relation of the general price level 
to business. After all these years of discussion, ranging from affable 
to acrimonious, there is little agreement as to what is the meaning 
of the general price level. However, there is general agreement, that 
widely fluctuating prices do have a detrimental effect upon business. 
Business men, as distinguished from speculators or gamblers, desire 
stability of markets so they can make their contracts with assurance 
that prices will not change much. tan ; 

It is, of course, utterly impossible, as it is undesirable, to hold the 
prices of all goods and services fixed and unchangeable. It is, how- 
ever, both possible and desirable to hold the general level of whole- 
sale commodity prices really level. This seems to be very necessary 
in order to prevent losses or gains to business men, which are due, not 
to changes in-supply and demand of any particular commodity, but 
to changes in the purchasing power of the business dollar in terms of 
all commodities. ee ; 

It seems evident to me that the stabilization of the price level 
now would do vastly more to spur business on toward permanent 
recovery than any other measure. 
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The next measure I desire to discuss is balancing production with 
‘ consumption through organization of industries into associations, 

The N.R.A. has made a long advance toward organizing industries 
into associations for the purpose of regulating production to meet 
the demands of consumers. This program of planned economy is 
-only in the beginning and experimental stage, but already it is meeting 
with strenuous opposition. The difficulties will grow greater, not 
less, as time goeson. === * 

It is clear to any thinking man that the disastrous booms and 
“busts” in industry will go right on booming and “busting” until 
and unless production of goods and services is brought into reason- 
able relationship to the estimated requirements for such goods and 
services, It gets us nowhere when earnest persons assert that there 
is no oven e uction and denounce all attempts to control production 
as unconstitutional attacks upon the inalienable rights of Americans 
to work as many hours and to produce as many unsalable goods 
as thev please. ; 

Perhaps the American people will refuse to make the sacrifices 
si si to establish a planned economic system. Perhaps they 
prefer planless chaos. If they do, it means that society must con- 
tinue to suffer the shocks of booms and “busts” with all the stag- 
gering losses inseparable from these cataclysms. 

It will be utterly impossible to outlaw unemployment under a 
planless economy. It will be extremely difficult and not very advan- 
tageous to establish a system of unemployment insurance without a 
considerable degree of economic planning to reduce unemployment. 

Unemployment insurance, like workmen’s accident and sickness 
compensation, should have as its principal object the reduction of 
the work hazard in question to the lowest possible minimum. The 
first aim should be to make it impossible for unscrupulous employers 
to continue their practices of hiring and firing workers at will, deny- 
ing all peroneibiltty. for the maintenance of the workers they deprive 
of work. 

You will note, Mr. Chairman, I am speaking only of unscrupulous 
employers here. I am not condemning all employers as unscrupulous. 

nemployment should be made as costly as possible to the parti- 
cular employers responsible for it. Each employer should be made 
to realize his responsibility for his own employees, and, so far os 
possible, take care of his regular workers during periods of unemploy- 
ment. A special reserve fund should be built up to take care of 
casual laborers and unemployment resulting from great secular 
business depressions. 

That very briefly touches upon the subject so ably dealt with by 
Dr. Rubinow. 

As to the objections to unemployment benefits or insurance, there 
are eight major objections which are advanced cone any plan to 
make money payments to unemployed workers. Thatis, any system 
or plan of une ployment compensation. ; 

n the first place, employers say they cannot control unemploy- 
ment and therefore should not pay unemployed workers. 
In tho second place, they say that no accurate statistics of unem- 
picysnont exist, hence no provision for unemployment is possible. 
In the third place, they say that the costs would be prohibitive; 
in the fourth place, they say that paying men for not working would 
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create and make pormerent the business of unemployment. Their 
fifth objection is that unemployment payments are un-American; their 
sixth objection is that unemployment payments would destroy the 
self-reliance and initiative of workers; their seventh objection is that 
unemployment payment are impracticable because uniform laws in 
all States are unobtainable. Finally, their eighth objection is that _ 
even if unemployment compensation were desirable, or practicable, 
nothing should be done now because business recovery would be re- 
tarded or perhaps prevented. ook 
These eight objections have a familiar ring. They were all used to 
combat workmen’s accident compensation, sickness compensation, 


- health insurance, and other progressive measures designed to reduce- 


and redistribute the burdens that press down so hardly upon the: 
workers, and all with small incomes. 

Let us discuss them in detail. First, they say, employors have no 
control over unemployment. A large group of employers assert that 
they have no control over the volume of employment in their plants. 
Supply and demand, they say, determines the number of their em- 
ployees. Hence to compel employers to pay workers for not working 
is the grossest injustice. 

I agree fully with Dr. Rubinow in what he said on that subject, but 
we have not the time to develop it any further. 

Individual sinpleyerss of course, do not have complete control 
over employment, but they do have a very considerable control. 
They can prevent themselves from being carried way beyond the 
bounds of reason in expanding their plant emrloyment in times of 
boom days, only to fire the helpless and hopeless workman out on 
the streets to fend for himself, or be taken care of by society until a 
business boom recurs, and again the law of supply and demand may 
call the worker back into the plant of the employer. 

These statements that I have just cited as being made by the 
employers are somewhat less than half truths, as can‘be shown. 
Employers do have and do exercise a most powerful dominance and 
control over the employment of labor. That, of course, when we 
take whole industries into account is almost a truism. 

Most of the powerful employers are called ‘‘Captains of Industry”, 
and they do not resent the title. Quite the reverse, They have 
insisted that, without their enterprise, foresight, and risk taking, no 
industry could exist and employment would practically cease. 

The truth lies somewhere between no control and all control by 
employers over the numbers of workers employed. It is most desir- 
able that industry should be so organized that employers should 
have a much greater control over unemployment and responsibility 
for the stabilization of employment. Unemployment reserves and 
insurance can help greatly to strengthen this control and responsi- 


ility. 

That is true especially when it is Nation-wide, as it must be to be 
really effective, and that is what this bill aims to do, as I understand 
it, to establish a Nation-wide system of unemployment reserves or 
insurance. ies 
_ Itis also said that there are no accurate statistics of unemployment 
in existence. ; 

It is quite true that no accurate statistics of unemployment are in 
existence, but labor statisticians have known for half a century that 
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unemployment was more serious in the United States than in Euro- 
an countries, and that it was a very heavy burden upon American 
industry and society. | 

Many argue that it is impossible to set up an unemployment- 
benefit system, much less an insurance system, until we secure accu- 
- rate statistics showing the kinds, the amount, and the duration of 
unemployment, and t. o groeraple cel distribution of unemployment, 
- Of course, it is impossible to set up unemployment reserves on the 
same bases as life-insurance reserves are set up. Insurance began as 
a hedging speculation. Merchants owning cargoes on the high seas 
bet that their cargoes would not reach port. If a cargo did survive 
the perils of the deep, the lucky owner was glad to pay his bet; if it 
did not survive he got a sum of money which repaid him, in part, at 
least, for his lost cargo. 

The hazards of the sea, of hail, of cyclones, of lightning, of floods, 
of sickness, are now covered by insurance. Several of these risks are 
no more predictable and insurable than unemployment, certainly no 
more than unemployment would be if we had the social program that 
I have previously outlined, actually operating. 

If we had unemployment reduced to a minimum and had a system 
of unemployment compensation, then certainly unemployment would 
be an insurable risk and much more predictable than are hailstorms 
to Iowa farmers. 

It seems to me very desirablo that unemployment insurance or 
reserves should be established as soon as possible to lessen the terrific 
costs of unemployment and to distribute these costs more equably 
through society. A few years of experience would establish unemploy- 
ment insurance on a basis as solid as health or accident insurance. 
I am convinced of that. 

It is also said that the costs would be prohibitive. The prohibitive 
cost argument overtops all others in the minds of employers and legis- 
Jators. This argument is so naive I am astounded that thinking men 
solemnly concede that it is unanswerable without question. Yet the 
appalling costs of unemployment are now being met somehow by 
somebody. These costs exist now, and they are very real. ; 

To hear or read the arguments of those who oppose doing anything 
about unemployment except to dole out soup and bread to starving 
workers, one would think that unemployment costs nothing until we 
recognize its existence and try to take some of the burden off the 
shoulders of unemployed workers and put some of it on employers 
und consumers. ; 

It is merely a question of redistributing the burden, with a very 
important addition, which I will make later. aes 
a r. Lewis. In other words, the question is, Who is going to pay the 

ax 


on Meeker. Exactly. The question of the tax comes into that 
also. 

The total costs of providing compensation for unemployed workers 
are reckoned by opponents of compensation as a new and an added 
cost upon employers and the community. The facts are that these 
appalling costs are now being paid in the most wasteful way; for the 
most part by those least able to pay, the unemployed workers and their 
families and friends with some assistance from public relief work, 
public charity, and private charity. 


fixed cost. Itis re 


. worthwhile considering. 
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It is certain that a systematic system of insurance would cut down 
the ariount of unemployment some and reduce the costs more, while 
aieteibueng eee costs where they belong, among employers, the pur- 
chasers of their products, and the tax paying public. nae 

So it is not nerely a question, Mr. Chairman, of redistributing a 

istributing a lessened cost due to establishing o 
system, recognizing unemployment, and making a real provision for 
unemployment. ; 

It is the cost of continuing our present dole system which is pro- 
hibitive, not the cost of unemployment compensation. Ourstandards 
of living will be impaired still more unless we have the wisdom to 
supersede our systemless dole system by unemployment reserves or 
insurance. ; . 

The fourth objection that is made is that paying men for not work- 
ing would create and make permanent the business of being unem- 


ployed. 

he danger that workers will refuse jobs in order to draw unem- 
ployment benefits is greatly sxazeerelen. I could take up a good 
many minutes of your time pointing out specific examples of such 
exaggerations. ; 

A few persons will doubtless try to work at the job of doing nothing 
in order to get the unemployment benefits. But with a proper law 
enforced with any degree of efficiency it will be impossible to work 
the out-of-work racket for long. ; 

The fifth objection that is- mado is that unemployment payments 
are un-American. 

Tho opponents of any kind of sociul legisiation have the habit of 
condemning the measures they oppose as “un-American”, and “con- 
trary to the peculiar genius of the American people.” I have never 
been able to discover just what that peculiar genius is, but it is always 
referred to. ; 

This favorite formula has lost much of its former potency, however. 
Workmen’s accident compensation was alleged to be ‘contrary to 
the peculiar genius of the American people”, whatever that is, but 
compensation laws were demanded and finally secured by these very 
American people. Today no honest and capable employer would 
think of discarding the encom bensalan laws, because they 
know that these laws are just as much a protection to them as to 
their workers. A like result will follow the enactment of unemploy- 
ment-compensation laws, in my judgment. 

The sixth objection that is made is that unemployment payments 
would destroy the self-reliance and initiative of workers. Here again, 
I must beg your indulgence, but I think that is an argument that is 
Opponents of social hartge sect manifest a great keenness to 
safeguard and encourage the self-reliant independence and construc- 
tive initiative of the American workers. “Rugged Americanism” 
was a favorite expression used to show the superiority of our workers 
to the workers of other countries. 

Four years of depression and unemployment have pretty thor- 
oughly changed “rugged Americanism” into “ragged Americanism.” 
Yet, in spite of their great sufferings, physical as well as moral, the 
American workers, have, for the most part, maintained their self- 
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eepeee andindependence. They have not become Socialists or Com- 
munists. : 
_ A spirit of self-respect which can survive tho terrible ordeal which 


is afflicting us can certainly stand up under the strain of a mild dose - 


of social justios such as is proposed in the Wagner-Lewis bill without 
~ -being po 

not be undermined and all shot to pieces if employers and the con- 
suming and tax-paying public are required to carry some part of the 

burden of unemployment which is today crushing the workers, who 
are in no way responsible for this praticular unemployment. 

I think the “rugged Americanism” objection can best be described 
as bunk. This is not an elegant term, but it expresses my convictions 
accurately. I think that unemployment benefits must be provided 
if we are to preserve Americanism of any kind, rugged or ragged. 

The seventh objection that is made is that unemployment pay- 
ments are impracticable because uniform laws are unobtainable. 

One of the most stubborn objections to industrial welfare legislation 
is that if a State enacts such legislation it will put industries in that 
State at a disadvantage in competition with those of other States. 
That was urged against compensation laws for a long time, very 


ote ar 

The Wagner-Lewis bill meets this objection completely. By im- 
posing an excise tax on industrial establishments in all States, and 
.allowing credits for all payments made into unemployment reserves 
-or insurance funds, uniform distribution of unemployment compensa- 
tion costs are secured, whether the State laws are uniform or not. 

The eighth objection is that even if desirable and practicable, un- 
‘employment, compensation should not be undertaken now, because 
business revival would be retarded or prevented. . 

I think, Mr. Chairman, I agree pretty horousmy with the very 
constructive cr'ticisms and statements made by my friend, Professor 
Slichter, but on this poiat I am sorry that I am obliged to disagree 
with him completely; it seems to me he has caught hold of an idea 

- by the tail; I think he has it all wrong. The conservative always falls 
back on his last ditch objection, “This is not tho time to do anything”; 
no matter what time you propose any progressive welfare protective 
legislation you always meet with that objection, ‘This is not the 
time.” I think this is the very time to enact this bill. The necessary 

_ State legislation cannot possibly become effective inside of a year and 

probably much longer than that. It is imperative that the terrific 
cost of unemployment shall be reduced and readjusted in order to 
prevent curtailment of production and consequently of living stand- 
ards. It is precisely because we are in an emergency that I most 


emphatically urge the passage of this legislation. I am ready to | 


accept all of the suggestions by Dr. Rubinow and Professor Slichter 
in the way of desirable amendments to make the law more effective 
in producing the results desired, but action, not further investigation, 
is demanded. We know enough about unemployment now to know 
that it is the most ener hazard of all industry. 

I have pomted out that while it is the only purely industrial hazard, 
and is by far the most destructive of all hazards, yet it was the last 
to be recognized as an industrial hazard and many people, not merely 
employers, but many others, do not yet accept the fact that unem- 
ployment is an industrial disease. 


soned- with communistic doctrines. Workers’ morals will . 
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T repeat then, with all the emphasis at my command, that it is 
npeastve that the terrific costs of unemployment shall be reduced 
and readjusted as soon as possible, in order to help industry to main- 
tain production and to hele us to maintain the standards of living, 
which are not too high, and never have been too high; even in. 1929 
when we were at the very peak of production, we were not producing 


enough, as statistics can show, to give a minimum of health and des --- --- 


cency standard of living to all American workers. 

Ww hile itis true, of course, that the way to overcome this depression, . 
which is ascribed to ove roduction, is not to produce less, but 
produce more; I grant all that; it is necessary to direct industry 
toward that goal and this is one means and an effective means of 
directing it toward that goal. 

I hope I have made it clear, Mr. Chairman, that in my opinion 
unémployment insurance ranges far down in the list of necessary 
legislative action for the elimination, the outlawry, of unemployment. 

If we were confronted by this trilemma—if we could do only one 
of the three things that I have suggested, I would say let us establish 
money-credit control so as to prevent violent business fluctuations 
so far as possible. That is the most readily available and I think the 
most effective plan of bringing about something that we may, without - 
too much stretching of the English language, call stabilization of 
nowy. If we can do only two things, the second thing I would do 
would be the organization of industry into industrial groups some- 
what along the lines which are now being carried out by the N.R.A. 
under the codes, in order to make our production meet the demands of 
consumption, not as at present in some lines, permitting employers 
to rush out and establish all sorts of new industries and overdevelop 
other industries, so that we produce unsaleable products, that is, 
products which are unsaleable at remunerative prices. I would put 
unemployment insurance in point of importanco as third on the list, 
and even then, unemployment insurance as a preventive which is far 
and away the most important job it has to perform. Only secondarily 
is it as a means of sustaining the lives of workers against tho reviva 
of the operation of the famous law of supply and demand. I am git 
to be obliged, then, to differ sharply with Mr. Gerard Swope on this 
point, that is, the timeliness of this legislation. Now is the time for 
action; no further study hy Congress is necessary; we all know that 
unemployment is the greatest industrial hazard, and that to leave it 
any longer to be taken care of papuasstel will threaten industrial 
reaonesy vory scriously, and it will certainly lower the standards of 
iving. : : 

Mr. Chairman, I have not attempted any minute analysis of the 
bill itself. I am not an actuary and I do not feel competent to dis- 
cuss the 5-percent tax. I simply leave it as it is; others can deal with 
that much more intelligently than I can. I have, however, made 
some tentative suggestions in regard to some matters, First, I think 
that establishments which ah eed 5 or more workers regularly should 
be included; at least, it should be considered whether they should be 
included in the scheme to be subject to the excise tax law, and I am 
forced to that conclusion by the fact that so many establishments 
that have formerly employed 20 or more people are now employing 
even less than 5 people. The business handled by small establish- 
ments employing no more than 5 persons is very great, and the con- 
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tributions ‘that these small establishments make to unemployment 


are very. large.. These small cmployers should, I think, be made to 
responsibility for unemployment, as well as the large em- 


plovers. 
ond, individual employers, as well as groups of employers who 


have adopted unemployment benefit systems in their plants, which 
measure up to the standards required in the Wagner-Lewis bill should 
be encouraged, not penalized. The excise tax should, I think, be 
--remitted to these progressive employers to the extent of their con- 
tributions for the relief of unemployment in the eame way which is 
provided in respect of those States which enact unemployment reserve 
or insurance laws. . 
' Third, as perhaps an additional encouragement for the setting up 
of unemployment benefit systems I suggest that preference shoul 
- be given in the making of ederal loans to industries, to those em- 
ployers who have established, either under State law or cade penaene 
of State law, acceptable uncmployment benefit systems. That, I 
think, might give an additional punch to the law. 

I was very much interested in Dr. Rubinow’s very able and con- 
structive presentation, and he knows the situation much better than 
I do, especially in regard to actuarial matters; I think the best thing 
I can do is to say that I endorse all of the suggestions that he has 


made, . 
I trust, Mr. Chairman, that the committee in weighing the argu- 
ments for delay presented by Mr. Slichter, may set over against hi 
arguments my arguments for immediate action. Act as soon as we 
can, and we will be slow enough in establishing an unemployment 
compensation system Nation-wide in scope, and we cannot too quickly 
the establishment of such a system. Professor Slichter has 
presented one thing that is rather new to me; that is, he has suggested 
the setting up of unemployment compensation systems in industries 
by industries, rather than in States by States. You will note, Mr. 
hairman, that he was not any more sure about the length of life of 
these industrial codes thanam I, This we know, Mr. Chairman: The 
States oxist, and, vo far as political institutions are concerned, they 
are immortal; we know that the States will be in existence in 1941 
or any other year when the next great industrial cataclysm comes 
about. We do not know whether these codes will exist after June 30, 
1936, and we do not know just how they will exist, even if they live 
up to that time. | 
I think Mr. Slichter has exaggerated the importance of what the 
industries have done, or stand ready to do, as associated industries 
to provide acceptable systems for the prevention and the relief of 
unemployment. I t also he exaggerates the sinallness of our 
States. The States are big enough so that they can provide for 
ayarenets systems for taking care of spare oe Furthermore, 
the States are the only authorities that can take care of small indus- 
tries which have not bt been organized into codes and are not at all 
likely to be organized under codes. I was not aware that the mop- 
stick industry had a code; but I assert that the State is a political 
entity that now exists and will exist in the future. We know we can 
with it, and the law, your bill, Mr. Lewis, can be so redrafted as 
to permit of these industrial unemployment compensation systems 
in addition to or supplemental to the State systems. I think I am 
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perlootly safe in saying that not will be done about it until and 
unless the States do take action. The Federal Government certainly 
is not the authority to go into this field of providing unemployment 


. compensation insurance and reserve funds, The question of con- 


stitutionality at once would arise and all our energies would be taken 
up in trying to prove that it was constitutional and eventually we 
would be overthrown. Even if we could get such a bill enacted into 
law, the Supreme Court would declare it unconstitutional, so all the 
work would be wasted. The proper line of attack is the line taken 
under this bill, in my judgment, and we should not be deflected by 
any argument of the wonderful things that industry has done. 
_ Even at the peak of the organization and prosperity of industry 
in 1929, industries were certainly not taking care of more than 
three fourths of 1 percent of unemployed workers through benefit 
systems of any sort. Today I think it would be rather an oxaggera- 
tion to say that employers, individually or in groups, are now taki 
care of one fourth of 1 percent of unemployed workers. This con- 
dition needs to be corrected, and the right way to correct it .is to. 
b The only way we can | is to encourage States to enact 
compulsory legislation which will bring about some action. The law. 
can be perfected in its details as we gain experience. Just as Dr.. 
Rubinow has pointed out, and as I have, with less authority, pointed, 
out, we can build up our unemployment experience under unemploy- 
ment insurance laws, and that is the only way we can build it up. I. 
am ready to answer any question which you may have. | 
Mr. Lewis. I think [ have just one question. ‘The subject has been 
well covered this morning and in former hearings. In enumerating - 
remedial instrumentalities, a maximum number of hours per week, 
35 hours or 36 hours has been suggested; would you include that? 
Mr. Meeker. I think, Mr. Chairman, I would want to think that 
over before giving a categorical answer. I am a little bit lea 
about this too rapid rushing, as it seems to me, into 30-hour wee 
legislation. That will eventually come; there is no question about it. 
Mr. Lewis. I am not thinking of it as a provision of this bill, but as 
one of the methods through which society can treat this problem. 
Mr. Meeker. Yes, that certainly is a means of distributing wages 
or earnings among a larger number of workers; there is not any ques- 
tion about that. As Dr. Rubinow, I think, pointed out, that will not 
increase the sum total of purchasing power, but it will redistribute it 
much more equitably than it is now distributed, which is desirable. 
Mr. Lewis. Thank you very much, Mr. Meeker. : 


STATEMENT OF MISS HELEN HALL, THE HENRY STREET SETTLE- 
MENT, NEW YORK CITY 


Mr. Lewis. If Miss Hall is present, we shall hear her next. Miss 
Hall, please give your relationship to this matter. ; 

Miss Hatt. I am director of the Henry Street Settlement in New 
York and am chairman of the unemployment division of the National 
Federation of Settlements and have been making studies of unem- 
ployment conditions for the last 6 years. Mr. Chairmen, in listening 
to Professor Slichter’s very scholarly testimony, I could not help but 
contrast it with the unemployment situation as I have seen it so 
closely and with the meetings that are each day getting larger and 


52846—34-——14 


206. UNEMPLOYMENT INSURANCE. 


more bitter, in protest against the situatioa; and I could not help 


but-conitrast his desire to put off action with the increasing unhap- 
pinees and bitterness which I see around me. por 

On behalf of the settlements of the country I strongly urge the pas- 
vage of the Wagner-Lewis bill at this session of Congress as a spur to 
State action. We need Federal initiative to bring us a unified, de- 
pendable, self-respecting system for handling unemployment. 


After 5 years of mass suffering, only one State has passed an en- 


~ @mployment insurance law. - If we are to wait for action, State: b 


y 

State, and only one State acts during each depression, it will take 2 
centuries of hard times to cover the country. 

We need Federal initiative not only to get action, but to make for 


. unity. Such a piecemeal process would leave us, even if it were 


it would throw over the workers. The 


speeded up, with a hod 6 of State laws penalizing employers in 
States that wanted to ipo pougae te pt uneven in the protection 

agner-Lewis bill leaves room 
for State initiative but lays down certain bedrock standards which 


must be met nationally. Certain of the standards I should like to 


- dependable. 


seo raised. For example, the minimum time set for out-of-work 
benefits is 10 weeks as against 26 weeks in England—and the $7 a 
weok does not bear a fair relation to living costs in the United States. 

We not only need unified action but we must make that action 

y that I mean, first of all, something that we can 
count on as times pick up and the general public loses interest. The 
depression has made the public awaré of unemployment but has not 
made it aware that it is a problem to be dealt with in good times as 
well as bad. We have turned to the Federal Government for crisis 
relief. Our newly recognized national responsibility for unemploy- 
ment should not mean merely the granting of huge sums for emergent 
aid but the laying down of a durable system for the future—one that 
will be there when the next crisis comes, one that will take over some 
of the burden in normal times. This is what the Wagner-Lewis bill 
is devised to bring about and it is striking while the iron is hot. 

, [know of no better way to gege what we shall be up against when 
times are better than to go back to conditions as we found them in 
studies made by the National Federation of Settlements in 1928 and 
1929. Over 100 neighborhood houses cooperated in the study which 
showed what was actually happening to the families of men out of 
work throughout the country. Just 4 years ago on the tst of April 
I brought the findings of this study to a Senate hearing at the request 
of Senator Wagner and Senator La Follette. More and more during 
the prosperous years, the settlements had sensed the pressure of 
unemployment in their neighbors’ lives and the lack of facilities in 
their communities to handle it. At the same time what they felt 
to be even more discolrseing was the general unwillingness to acknowl- 
edge that there was such a problem. Senator Wegner and Senator 
La Follette were heartening exceptions to this rule. They were aware 
ae only of the economic waste of unemployment but of its human 
significance. 

Since then we have gone on with our settlement inquiry and in the 
course of it have made a comparative study of how American families 
have been taken care of by our emergency relief methods and how 
corresponding English families have fared who had insurance to 
count on. In spite of all the misery we have dealt with however in 


1a 


‘States in the predepression days is still vivid. .T 
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these last 4 years, the helplessness of the aneimpieyet in the United 
t l at wheh the country 

event itself prosperous, the public was blind to unemployment, 
which madeit none thé less acute for the man out of work. | The wage 
earner in those days ran the risk not only of being out of a job but 
of bei up against the smug impression on the part of the community 
that if he had been any good, his factory would not have closed down 
or introduced new machinery or indulged in style or seasonal changes. 

During thoge last good years we watched the difficulties of our 
neighbors in finding jobs once they were laid off, and the increasing 
length of their out-of-work periods. This was reflected in the answers 
of the employers and foremen as we tried to help: ‘Yes, he was a good 
workman, but we've put in a new machine.” Or, ‘We're le off, 
not putting on and won’t need anyone till spring.’? Or, ‘“We have 
reorganized and are using saWer pet le.” Or“ That was a hand opera- 
tion and will never be used again,” and so on. These answers drove 
home what our neighbors were up agin in trying to hold jobs or if 
they lost them, to reinstate themselves in new operations or wholly 
new trades. It is not the quik and simple thing it sounds, for the 
individual worker to swing himself over from a bench where he may 
have used the same tools for 10 or 15 years to a place in one of the 
luxury trades or services which according to the statisticians’ charts, 
were so happily supposed to have absorbed the displaced factory 
worker. If the transfer is to be made, the man needs some backi 
and security while he poe through what is often avery slow an 
difficult adjustment. It is not merely a matter of his desire to 
work. A man who has run a machine or been part of some facto 
operation for a long time has to do a good deal of selling to get himself 
taken on, for example, at a gas station. It might be said in passing, 
too, that to judge by the look of gas station attendants and their like 
the job has generally been filled before he gets there by a younger 
brother or his son. 

We have every reason to know that this process, not only, of 
throwing men out of work, but of throwing jobs into the discard hes 
been going on wholesale during the depression. We have every 
reason to believe that it will go on in the months ahead. hd 
tionably we shall still face a large bulk of unemployment if business 


- gets back to normal. The overhang of the depression in itself will be 


a tremendous relief problem. Shall we aggravate that by instituting 
no measures for reserves which will safeguard the wage earners as 
they go back to work? If the Wagner-Lewis bill is passed at this 
session, with the legislatures meeting next, winter, we would have the 
chance of attaining some uniform protection perhaps within the next 
3 years, certainly not before. I should like to ask you to consider 
whether the Federal-aid principle might not be incorporated in the 
Wagner-Lewis bill to advance the date when coverage would begin. 
It was incorporated in the Wagner Act of 1933 through which we are 
developing a Federal State system of employment services. Why 
not use funds from the Federal Treasury such as now are sunk in 
emergency relief to lay the foundation of a permanent plan and set 


it going soon? : ; 
ile the hunt for work went on in those good times what happened 
in the man’s family? It is an old story now but it is unfortunately 
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still a ae one and will continue to be so if the insecurity of men and 
women and children seems less important than a 5-percent tax, The 
history of those unemployed families, written on pawn tickets, on 
eviction notices, on foreclosures, ended up in the lowest form of habita- 
tion the community afforded, and we go pretty low in thatline. With 
évery stage of the down grade went the undernourishment of children. 
If the family applied for help, there was chance of their potting it, but 
.No_assurance, ior that depended upon the community in which they 
lived. In Philadelphia, for instance, the leading private family wel-. 
. fare agency was too overburdened to take unemployment cases in 
1928 and 1929, and Philadelphia boasted no outdoor relief. The 
‘ family went through this demoralization not because the father was. 
nota Rood worker but because his livelihood depended on forces with 
_ which he could not cope. Are we to go back to that sort of thing and 
- call it a new prosperity? 
We talk a great deal about self-reliance in the United States but we 
_ have not yet joined the company of nations which believe in self-. 
reliance enough to conserve it for the men out of work. 
, Let me turn now from the situation we tolerated before the depres-. 
- sion to the situation we confront today. The best argument for 
unemployment insurance that I know is a careful study of what we 
have done and failed to do in this country during the last 5 years. 
Even after the market crash, it was 2 years before the Government at 
Washington brought itself to regard unemployment as something 
. that should be reckoned with, rather than belittled. While the 
“new deal” has done much to vitalize national responsibility to- 
ward the unemployed, the wording of the Fedcral Relief Act, the 
title of the administration set up at Washington last June, and even 
the pronouncements of President Roosevelt on relief, reiterated that 
these are emergency measures. In New York, the title of the State 
Agency earries a double qualification, It is officially labeled a 
SPORE Se ney Relief Administration. In Pennsylvania, 
Governor Pinchot in 1930 appointed one of the first State commissions 
on unemployment, one which prousne forward a long-range program. 
Nevertheless, Pennsylvania ignored its commission's zeport as Cali- 
fornia and all the rest of the States except Wisconsin have ignored 


theirs. 
The President last week put the administration behind the Wagner- 


Lewis bill; but the country as a whole has not gone beyond emergency 
measures and our relief methods are, many of them, such as to bring 
misery when they should relieve. Almost every county in almost 
every State has its own tale of inadequacy. 
In New York State itself, which has done perhaps one of the best 
pieces of work, the unemployed family has for the most part subsisted 
on a grocery order. Only now are the cities of that State permitted 
ublic cash relief by the change this month in the State law. Last 
fall the streets of the poorer sections in New York were decorated 
here and there with little piles of furniture belonging to evicted 
families, as have been the streets of most of our cities during the last 
4 years. Four dollars a month has been enough for an unemployed 
family to live on according. to the standards in some States. Four 
times unemployment relief has given out entirely in Philadelphia, and 
so it goes. Are we going to leave it at that or are we going to put a 
steady, self-respecting plan of defense back of all our unemployed— 
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something which may keep them out of relief lines and give them some 
security when industry fails? The alternative is to continue our 
series of makeshifts, none of them related to the past or the future or 
‘worked out as part of a consecutive national policy. We have had 
private drives, public appropriations, pork, work relief, butter, and 
civil works, but no orderly system of protection with some element 


-of permanent planning in it. | 
though we still hear it said as an argument against unemploy- 


ment insurance, it seems hardly possible that anyone could live 
through these past years and still believe that the average person 
prefers help to work. It has been disproved in so many pitiful ways 
that it should be no stumbling block in the way of such legislation as 
is here proposed. Those who cling to the old argument should have 
stood this winter in the long waiting lines before the offices of the 
United States Reemployment Service where 10 million people regis- 
tered for 2 million Civil Works jobs. 

Then they should have lived for awhile in a settlement where the 
men and women who registered kept coming back to know why they 
were not employed. They should have had to explain unsuccessfuly 
to hundreds of people why they had not been chosen when others were. 
They should have watched those lines form in the night and stand 
during the bitterest weather until the offices opened in the morning. | 
They should have had to call out the police to stop the fights that 
occurred when someone was caught chiseling—getting ahead in line. 
They should have worked-with our Henry Street nurses in New York 
as they cared for cases of pneumonia among the men who went to 
work on Civil Works jobs without sufficient clothing and while they 
were half sick. 

From beginning to end of the depression we have had ample proof 
of the desire for work on the part of the general run of our own 
fellow citizens and should need to go no further, but in our compara- 
tive settlement study of English methods we found these eager lines 
of ours matched with eager lines in England even though there some 
decent security is afforded the man and woman out of work. The 
security which unemployment insurance offers does not halt the Eng- 
lish hunt for jobs. At the British labor exchange they fight for them 
and the lines that form where work is given out have often to be 
handled by the police, while the lines waiting for their insurance are 
peaceful and orderly. ; 

We have just made a house-to-house census in the neighborhood 
of the Henry Street Settlement. We found that at the time of our 
visits there was unemployment in over 48 percent of the homes and 
that there was no one working at all in 38 percent of them. Yet, 
after nearly 5 years of unemployment, when the resources of even the 
well-to-do are running low, only 24 percent of these families was 
getting outside help. There on the oop floors of old tenements are 
families slowly starving themselves that their savings may last 
until the tide has turned and they can be self-supporting again 
without ever having had to ask for charity. Although their pride 
and suffering is hidden away from you and me unless some neighborly 
errand takes us up their stairs, their kind can be found all over our 
fend and we have as yet laid down no self-respecting way of helping 

em. 
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Beside this study of the immediate neighborhood of the Henry 


- Street Settlement our nurses recently made -a city-wide canvas 
-of unemployment in the families under their care. Of the wage 


earners in these families, 44 percent are totally unemployed. This 


is while Civil Works is still operating in New York City. These- 


figures bid fair to be worse in a few days when another emergency 
_ scheme comes to an end and the Civil Works Administration dis- 
- cha its quota,.many of whom will not be reabsorbed in work 
relief. Some of the bitterness of that blow might be lessened if at the 
same time the Government makes a move toward unemployment 
"insurance. 
We know that men and women in the United States want work 
above all else, but we know too that our industrial system is not likely 
to supply enough to go around. Should a demoralized, piecemeal 
een ¢ left to take up where industry leaves off or should Con- 
gress take the lead and work out an intelligent scheme of insurance 
such as we employ in guarding against the other hazards of life and 
business? That, it seems to me, Is the fundamental question involved 
in the passage of this bill. ; : 
Mr. Lewis. Thank you very much, Miss Hall. The committee 
will now recess until 2:15 this afternoon. : 
(Thereupon, at 1:10 p.m., a recess was taken until 2:15 p.m. of the 
same day.) 


AFTER RECESS 


- The subcommittee resumed its hearings, pursuant to the taking of 
@ recess, at 2:15 p.m., Hon. David J. Lewis presiding. 


STATEMENT OF BENNET MEAD, TREASURER THE PEOPLES’ 
UNEMPLOYMENT LEAGUE OF MARYLAND, BALTIMORE, MD. 


Mr. Lewis. Ladies and sentiomen, we will now resume the hear- 
ing Mr. Mead, will you please take the stand? 

r. Meap. I am appearing at the hearing in place of Mr. C. W. 
Whitmore, who is chairman, and I am treasurer of the Peoples’ 
Unemployment League of Maryland. ; 

_ The Peoples’ Unemployment League of Maryland, Mr, Chairman, 

‘is an organization of some 15,000 members, most of whom live in 
Baltimore City and County, most of whom are unemployed workers, 
and many of whom are destitute and dependent on public relief. 
Thousands of our members are, or have been C.W.A. workers. Our 
organization has undertaken to function, since it was formed a year 
ago, in the same way for the unemployed that the organized labor 
unions do for those having jobs. In particular, we have sought to 
secure some improvement in the pitifully inadequate standard of relief 
which was in existence in the city of Baltimore and in the State of 
Maryland. We have also undertaken to see that the existing standard 
of relief was actually maintained to the enouiployed workers. 

We have had, aside from these emergency activities, a long-term 
program, legislative in nature, in which we have urged the creation 
of jobs through Public Works and through similar activities, and on 

our program of legislation we have included unemployment insurance. 
We are strongly in favor of unemployment insurance, and still we wish 
to emphasize that in our support of unemployment insurance we— 
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and I am speaking of the great majority of the members of the or- 
| seappoay qepiiccene nothing to pein from unemployment insurance, so 

ar as the present situation of our members is concerned. Very few 
of them can hope to benefit from any plan which now seems likely to 
be adopted, for, if founded on so-called “correct actuarial principles’”’, 
such legislation holds out no early hope of aid to the victims of the 


present crisis. In order to become eligible for such benefits, most of —=__ 


our members will need to secure industrial jobs not now available or 
in prospect. After securing employment, they must work long 
enough to qualify them to receive unemployment compensation. 
This means that at least several years must elapse bofore any of our 
members could be thus aided; in the meantime we must continue to 
depend, as at present, on private charity or public relief, that is, on 
the American dole, which is no adequate substitute, either for wages 
or for the prospective future unemployment insurance benefits. 
None the less, we favor unemployment insurance, because it would 
provide a better means of caring for the victims of future depressions 
and for such value as it might have for stabilizing employment and 
renee seasonal and temporary masta loy men’ 

We should prefer that a single unified unemployment system bo 
developed on a national basis, under Federal control. However, in — 
view of constitutional limitations which now hinder the Federal 
Government from dealing with the problem in this way, we favor 
such Federal legislation as will most effectively encourage the develop- 
ment of adequate compulsory State unemployment insurance systems. 
We believe that the Wagner-Lewis bill, in its basic features, eprecents 
a practical and effective measure for promoting the early development 
of unemployment insurance in this country. 

This bill will provide a strong financial incentive to employers to 
support unemployment insurance rather than to oppose it. The 
present opposition to State legislation is largely based on the fear 
that unemployment insurance might unduly increase the cost of pro- 
duction in a particular State as compared with the cost in more back- 
ward neighboring States. Many business men concede the desira- 
bility of unemployment insurance, but oppose its adoption in their 
own States, in advance of States where their competitors are located. 
The effect of the Wagner-Lewis bill, if passed, will be to climinate 
this obstacle to the passage of State legislation, for all employers in 
the country will be subject to the same tax, whether or not their 
States possess unemployment insurance laws. The provision in the 
bill allowing credits for contributions made under State laws should 
cause a drive for their enactment, for, as stated by Senator Wagner, 
**the inhavitants of the several States will prefer keeping their money 
at home rather than contributing it to the Federal Government.” 

Last year the State of Maryland provided.a striking example of the 
difficulty of securing the enactment of unccobloy nen insurance laws, 
under present conditions. Maryland was one of the few States where 
unemployment insurance came close to adoption in 1933. A carefully 
drawn bill was passed by the house of delegates, and only failed of 
passage in the Senate by a margin of a few votes. This bill was 
strongly opposed by business interests of the State, largely on the 
ground that such a law woyld handicap Maryland manufacturers in 

terstate competition. It is highly probable that, if the Wagner- 
Lewis bill had been in operation at that time, the opposition to the 
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proposed State law would have been negligible, and the bill would 
probably have been passed by the Senate and put into operation. 
"The Peoples’ Unemployment League of rag aaa desires, therefore, 
to go on record as supporting in principle the Wagner-Lewis bill. We 
should prefer to see this bill adopted by Congress in its present form, 
rather than to seo no action taken at this session of Congress. 
- ~ At the same time, we desire to point out certain features of the 
Wagner-Lewis bill which we should like to see strengthened. The 
suggested amendments relate chiofly to the standards set up for ac- 
ceptable State unemployment insurance laws, and are as follows: 
; t, compulsory contributions from employees to the insurance 
funds should be prohibited, in view of the excessively low wages now 
paid to most employees in most industries—wages which fail to pro- 
vide more than a minimum subsistence income for many millions of 
. American wage earners. Under such circumstances, it is socially 
unwise to further depress living standards by requiring employees to 
contribute to the insurance funds. It is also economically unsound, 
in that it would tend to reduce mass purchasing power. It may bo, 
however, that your committee will feel that it is necessary to follow 
European procedure in this matter, rather than to be governed solely 
by the facts as to Americin wage-scales and the so-called '‘ American 
standard of living.” In that case, we would urge that contributions 
from employees he limited to those receiving wages sufficient to pro- 
vide a comtort standard of living, and that employees receiving sub- 
standard wages be exempted from payments to insurance funds. 
We believe that the adoption of this device might have some value for 
stimulating the raising of wage scales. In any case, it would protect 
the lowest-paid workers from wage deductions which it is socially 
and economically unwise to require. 

Mr. Lewis. Hove you any figures defining your substandard? 

Mr. Meap. I am sorry, I have not. 

Mr. Lewis. You have no figures on that proposition?, 

Mr, Meap. No. My specific suggestion on that point would be 
that, in determining the standards, the very carefully prepared statis- 
tics of the United States Bureau of Labor Statistics be taken as a 
basis for the purpose, being, of course, adjusted to present price con- 
ditions which have changed since they were made. There is ample 
evidence in those studies by the Department of Labor that this state- 
ment is conservative, and that we are not at all over-stating things in 
qolereuee to the prevailingly low wages as compared with the cost of 

ving. 

__ If questioned as to how this proposed distinction would he worked 
‘into the structure of the proposed State unemployment insurance 
laws, we would propose this: That in the case of higher paid em- 
ployees, their contributions should be set up at whatever percentage is 
actuarially sound, and that this same percentage found to be actu- 
arially sound as a contribution from the higher paid employees be 
added in full to the employers’ contribution for the lower paid classes 
of workers. : ; 

Now our second proposed amendment is that the minimum weekly 
unemployment compensation should be increased from the present 
amount of $7 to an amount at least suffjcient to provide 9 minimum 
subsistence income. On that point I should like to say, that if we are 
going to institute in this country a system of unemployment insurance, 
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it seems unfortunate, to say the least, not to have the ene oymet: 
insurance benefit large enough to really provide for the families of the: 
unemployed workers and there is real danger that we may pass a lot: 
of State laws which set up such low compensation rates that those 
receiving them will be compelled to resort to relief to supplement the 
insurance payments, or else that they will be compelled to suffer a 
process of slow starvation and malnutrition, as millions have had to 
do during this present crisis. ia 

The third proposition is that the waiting period before unemploy-. 
ment insurance benefits are payable should ‘be drastically reduced.. 
There should preferably be no waiting period, or at the outside, not 
over 1 week. An unemployed worker, unlike an idle machine, must 
continue to eat in order to live. It is unjust to compel him to bear 
the economic burden of unemployment, even for 1 day, when his 
idleness results from the failure of industry to provide jobs. 

Any malingering growing out of this apparently drastic proposal 
can be prevented by providing that unemployment compensation 
shall not be paid to workers who refuse to accept suitable jobs when. 
available. This device has been widely used in unemployment: 
insurance laws abroad. 

The maximum period for benefit payments should be oxtended 
at least to 26 weeks. This will take care of most seasonal unemploy-. 
ment. Even with such an extension, the period will still be too 
short to take care of most of the distress incident to a prolonged’ 
period of depression. There is now available an impressive mass of 
evidence that unemployment is likely to last a year, or even 2 or 3. 
years, for a large proportion of the victims of a depression such as 
that under which we are still suffering. No unemployment insurance: 
plan is adequate, which fails to protect the workers against cyclical 
or depression unemployment, as well as temporary, seasonal, and’ 
technological unemployment. 

Mr. Lewis. You are familiar with the industries in Baltimore; 
name some of the seasonal ones, where the idle period might run as 
high as 26 weeks, or 20 weeks. . ; 

Mr. Mean. Which are the seasonal industries? ; 

Mr. Lewis. Yes; the seasonal industries in Baltimore. Thirty or 
forty years ago building was a seasonal industry; it is not now so 
much, is it? . 

Mr. Mean. The building industry is not now a seasonal industry? 

Mr. Lewis. It is not so much as it was formerly? ; 

Mr. Mean. It is pretty seasonal. I was on the point of naming 
that as the outstanding example of a highly seasonal industry. 

Mr. Lewis. Have you some others in mind? 

Mr. MeEap. Not so much seasonal as casual, as in the case of dock 
workers; in the port of Baltimore, I should not be surprised if their. 
number of working days during the year was not much over half of 
the average number of working days and that many run less than that. 
They often have a waiting period of perhaps a week or more and then 
a oy or two of intensive work. 

r. Lewis. You may proceed with your statement. 

Mr. Mean. To summarize our position, we strongly favor the 
amendment of this bill: aaa : 

By banning compulsory contributions of employees to insurance 
funds, or by strictly limiting such contributions to tho better-paid 
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workers; by increasing materially the minimum rate of nee 
ment benefits; by eliminating or drastically reducing the waiting 
period; and by largely extending the period during which unemploy- 
ment benefita are to be paid. Such changes are needed to provide 
any really adequate security against the hazards of unemployment, 
without lowering the present inadequate standard of living. 


- But we desire also to emphasize that, rather than see no Federal - 


- legislation enacted this year, we should prefer to see the Wagner- 
Léwis bill adopted as it stends. For we believe that it is basically 

~ gound in its main features, and will pave the way for more.adequate 

legislation in the future. 1 thank you, Mr. Chairman. 

r. Lewis. Thank you, Mr. Mead. 


‘Srateuent sy O. W. Wairmore, REPRESENTING THE PEOPLES’ UNEMPLOYMENT 
LEAGUE oF MARYLAND 


_ We know that unemployment insurance is a highly technical subject and we 
do not come as insurance experts to advise you as to details. e do come, 
however, as experts in suffering caused by unemployment, and we strongly urge 


that some kind of Federal unemployment insurance bill be promptly enacted as 
a safeguard against a repetition of the suffering and humiliation now suffered by 
the unemployed. 


Our present relief system cost over $750,000,000 in public funds last year, in 
maiabaae to vast sums given {n private charity. The result is inadequate, humili- 
a $ an e ng. 

The unemployed as a whole do not want relief. They want jobs—a chance to 
earn a eelf-respecting living at work that is socially valuable. And they would 
like that work protected by sound insurance eo that when it gives out, because 
of the vagaries of our unplanned system of productos: with its cycles of surplus 
and scarcity, they can réceive, not charity, but earned compensation in the form 
of insurance checke paid for premiums earned by their labor. If business can 
create a surplus in good years from which to pay in bad years those who have 
invested o y money it Is not unreasonable to ask business to create a similar 
surplus for the benefit of those who invest their lives. 

8 between the various bills that have been suggested we are inclined to favor 
the Wagner-Lewis bill because ite Federal tax credit pee will act as an incentive 
to State action and somewhat mitiga the fear of those who have opposed un- 
employment insurance in the State legislatures becauee of the extra burden that 
other plans might place upon those States which acted first. One hundred and 
fifteen bills were introduced in State aes during 1933 and fatled because 
of such opposition, sometimes by a ama agent 

owever, more important to us than any particular bill is the principle itself. 
We would like to see some Federal unemployment insurance bill enacted to estab- 
lish the principle and we would rather have the first bill enacted, excessively 
conserve aS and safe than run the risk of seeing the principle discredited by an 
unsoun 5 

We believe that all unemployment insurance should be compulsory: First, 
because the burden and risk should be spread as widely as possible, and, second, 
because it would be unfair to expect the most generous employers to be handi- 
capped in their competition with the most hard boiled as would be the case if it 
were left to the good will of the companies themselves. 

There has been some opposition from business to the principle of unemploy- 
ment insurance on the ground that it might tend to create a ben i group of social 
parasites. This is a clear case of “straining at the gnat and swallowing the 
camel”, because the same national assoclation of manufacturers which Is so 
alarmed lest the payment of half wages for a few weeks will make parasites out 
of men accustomed to lifelong toil cheerfully pay out money in the form of divi- 
dends and bond coupons to the most useless crowd of parasites—the investing 
¢class—men who live exclusively on the toil of others. 

If industry {s honestly afraid of parasites they had better atop paying divi- 
dends and coupons. ey have {n fact been compelled in recent years to sus- 
pend such payments to a large extent due to the employer's refusal to pay ade- 
quate wages and to take care of involuntary unemployment. Purchasing power 


must be built up before the investing parasites can go on living on other peoples. 


& os 
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work and unemployment [nsurance would go a long way toward improving 
purchasing power. : 

For these reasons we seeneo tens subialt our request that your committee 
give favorable consideration to the Wagner-Lewis bill with amendments as sug- 
gested or failing that, that you Hb ach favorably some form of unemployment 
nsurance at the earliest possible date that the principle may be established. 


STATEMENT. OF M. C. HARRISON, MEMBER OF THE LEGISLATURE _— 


OF THE STATE OF OHIO, CLEVELAND, OHIO 


My. Lewis. We will noxt hear from Senator Harrison of Ohio. 

Mr. Harrison. I am a member of the State Legislature of Ohio 
from Cleveland. My connection with this particular subject began 
some years ago when I was a member of the Cleveland Committee on 
Unemployment Insurance which began to study this Bromen, and 
eventually, at their request, I drafted the bill introduced in the 
eighty-ninth | gine assembly of Ohio known as the “Reynolds bill.” 
As a result of the interest created by that bill, the Governor of Ohio, 
George White, recommended the appointment of a commission on 
unemploynient insurance which conducted hearings and finally pre- 
sented a report which, I think, is the most far-reaching and perhaps 
contains as far-reaching conclusions as any study yet made in the 
country on that subject. 

Based upon that background, and being guided almost entirely by 
the proposed bill presented by the commission, I finally presented a 
bill in the present session of the general oarme the ninetieth, to 
set up a system of unemployment insurance in Ohio, and it is from 
that viewport that I wish to speak vory briefly for the purpose of 
this record. ; a eal . 

It seems to me that the immense significance of this bill is not in 
the standards that it sets up or even in the amount which it collects 
as excise from the employers. Tho immense significance of the bill 
is the fact that it cuts away at one stroke, if I may use that expression, 
the principal valid argument advanced against unemployment insur- 
ance. I say this because, having had some personal experience with 
the matter in the Ohio Legislature—and I must bo forgiven if I use 
the personal pronoun too frequently—but when this bill was intro- 
duced we held hearings and they were hearings which were far better 
attended than was the case of any other legislative activity, the one 
argument which was incessantly and insistently repeated was the 
argument that it was not fair to penalize Ohio industries in compe- 
tition with the competitive business across the State line. I think 
the experience we had with the workmen’s compensation acts where 
they had to be introduced in one State at a time, showed that that 
argument was not so serious as the employers would have had us 
believe. Whether it is a valid argument or not, with the members 
of the Ohio General Assembly it was immensely persuasive. 

_ Our bill passed the House at the recent session, and when it got 
into the Senate it would have passed the Ohio Senate and would be 
the law of Ohio today, and it would be the first real unemployment 
insurance law on the books, had it not been for the fact that George 
White, who is Governor, and who was elected on a program commit- 
ting him to unemployment insurance, and who personally accepted 
that program as a part of the pledge on which he ran, simply con- 
cluded that this was not the time to carry out that platform pledge 
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and used all of the vast influence of his office to defeat that bill, and 
was able to prevent its being passed by the Senate. ek 

It seems to me all the more important to realize that this bill does 
furnish the one weapon which can meet that kind of argument for 
incessant delay. I suppose itis usual to say with respect to legislation 
of this kind that this is not the right time, very much after the fashion 


“of the Irishman whose roof needed fixing and who used the excuse © 


that it did not need when the weather wes dry and that it 
could not be fixed when it was wet. In Ohio we have found that 
argument is one which has been employed by the Governor and has 
prevented Ohio from being the first State to have adequate imem- 
ployment insurance laws. Personally, I feel that the Wisconsin law 
offers very little without considerable broadening and I doubt further 
if it would prove satisfactory. 

I want to give my testimony from my personal experience with our 
effort to get this sort of legislation passed, when everyone concedes 
that unemployment insurance ought to be set 43 at the beginning of 
the industrial cycle; we are emerging from the bottom; if we are to 
have an adequate reserve, it ought to be built up during the entire- 
period of the rise; that is the time for building up the reserve; it is the 
time in Ohio, and it is the time in every other industrial State. Unless 
we have some means of meeting that argument, we will bo faced with 
incessant delay, irrespective of what the standards are. I am not at 

| concerned about the $7 a week standard; it is not adequate. If 
this bill has anything like the visoaty I believe it has, if the system 
can once be put into effect, I am confident the current will eventually 
cut its own channel and enlargo the amount of the compensation until 
it is entirely fair. 

Mr. Lewis. I happen to be much interested in thatsubject. Iin- 
troduced, when I was a boy, 32 years ago, the first workmen’s com- 
pensation act on this side of the Atlantic, in the Maryland Senate. 

Mr. Harrison. I was told that at lunch, and I congratulate you 
most warmly. . 

Mr. Lewis. I will ask you not to read the bill; it was so minimum 
in its requirements that it would hardly merit recommendation. 
cannot help thinking that two States, even now, live without com- 
pensation laws. Reg toe 

Mr. Harrison. That is true; I can cite with that the experience 
of Ohio. The early Ohio compensation act was a voluntary act, which 
was unsatisfactory and incomplete, and as amendments have taken 
care of those situations, perhaps it will with this bill also. If we can 
secure in this bill the answer to the argument which has defeated us 
in Ohio this year, we have not the slightest doubt that within 12 
months—I do not mean we would have to wait for the general session 
of the State Legislature of Ohio—Ohio will have an unemployment 
insurance bill in force. That, it seems to me, is the function of this 
bill; on its face it is an excise tax bill, but its collateral and important 
significance is the fact that it will enable us and all the other States 
to get what we so much need. ; 

r. Lewis, Senator, I have just a few questions with regard to the 
Ohio bill. Did your bill apply to corporations alone? ; 

Mr. Harrison. We followed the workmen’s compensation bill 

which covered those employing three or more persons. 


ea 
he . 
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Mr. Lewis. And do you recall what the waiting period was? 

Mr. Harrison. The waiting period was 3 weeks. Of course, those 
are matters of some difference of opinion; it was my personal opinion 
that it was a good deal better to allow a waiting pee pocduave to 
make sure that the man who was unemployed could not be placed in 


any other employment, rather than incur the enormous expense of —_ 


many small claims. 
r. Lewis. And what was the length of time of relief? 

Mr. Harrison. We provided that as a maximum the man who was 
eligible would be entitled to the benefits for 16 weeks in an amount 
not to exceed $15 or a maximum of one half of his earnings. As 
Dr. Rubinow pointed out, that turned upon the fact that we con- 
cluded that a total premium collection of 2 percent from employers 
and 1 percent from employees was probably all that could be imposed 
onindustry. In my judgment we could raise that. 

Mr. Lewis. Did the act provide for the 2- and 1-percent tax? 

_ Mr. Haratson. One percent of what the employee got. 

Mr. Lewis. Did you have $7 minima? : 

Mr. Hanaison. No; for total unemployment, a man would receive 
one half“of the average — wage eo to exceed $15 per week. 
We followed considerably the Ohio Workmen’s Compensation Act, in 
the thought that industry in Ohio, at any rate, is quite familier with 
the general routine organization of that fund, and we therofore followed 
the generalities of that act with respect to the unemployment fund. 

Mr. Lewis. For the purpose of that test, a person would have had 
to have been previously employed? 

Mr. Harrison. Precisely. : 

Mr. Lewis. What did you do with the problem of the boy 16 or 18 
years of age, who of necessity has to go to work and who has the 
ability to contribute to the family fortune? 

Mr. Harnison. He is in the same position as the man who has been 
out of work so long he is not eligible. We made it a prior requisite 
that a man must show that he has been employed and has paid pre- 
miums into the fund 26 weeks out of the 52 preceding weeks or 40 
weeks out of the 2 years receding before anyone can come into the ~ 
the State and become eligible. Before the young man could be eligible, 
he would have to come on the rolls and make his own contributions 
for that length of time. We are contemplating a real insurance sys- 
tem, where tho benefits have a definite and assured relationship to 
actual premiums paid in. 

Mr. Lewis. Do you happen to remember the British provisions on 
the prev ously unemployed youngsters? 

Mr. Harrison. No; I do not. 

Mr. Lewis. You heard the discussion this morning by Professor 
Slichter of the desirability, from his point of view, of substituting the 
trade as the unit, rather than geographic divisions by States; have 
you had that under consideration, to any degree? ; ; 

Mr. Harrison. Yes, sir; to some extent. I see precious little 
adventase in the suggestion which he makes; I can illustrate it in 
this fashion: In workmen’s compensation there has been a fair oppor- 
tunity to compare, State by State, the different systems for the ge 
tection of men injured in the courso of employment. I think Ohio 
has the unique distinction of being about the only State in which 
private insurance companies are not permitted to underwrite the 
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risks. We do allow employers individually to post a bond, but we 
pel de permit anyone to make a profit out of writing that sort of 


ess, 
It has been my observation that when you permit the carrying of 
this social obligation by the emplo érs direct, and this is especially 
true when the obligation is han by private insurance companies 
there is more chance of technically defeating the claim. Then we feel 
that if you permit a member organization to carry on this obligation, 
.-it cannot be of any benefit to. the-industry as a whole. Under our 
Ohio act we have permitted the premium rate to be changed in ac- 
cordance with the experience of the particular employer. We be- 
lieve thoroughly that to some extent, and the percentage of that is 
still an indeterminate matter, the hazard of unemployment can be 
_ increased or decreased by the particular employer concerned. If this 
< fs true, the premium ought alsa to be somewhat changed; it will 
fluctuate with the amount of stabilization an employer can put in his 
industry. We proposed, at the end of a 3 years’ preliminary poriod 
after the law became effective, that the premium rate for certain 
employers may be. rated as low as 1 percent and up as high as 3 
percent, instead of the flat horizontal 2 percent. In my judgment, 
that is not far enough. I think there ought to be a further range of 
ono or one and one half of 1 percent. If that principle is accepted 
_ then the employer is getting all the individual protection he is entitled 
to. If, by showing he is giving attention to stabilization, if he can 
got his premium reduced to the minimum, he is getting all the advan- 
zo he is entitled to. I doubt if there is anything in the suggestion 
of Professor Schlichter. I think the advantages can be obtained in 
what we call our Ohio bill. . 

Mr. Lewis. Thank you, Senator, for coming here and giving us 
the benefit of your experience. The committee will now adjourn until 
10 o'clock tomorrow morning, when we will meet in the committee 
room of Elections Committee No. 1, room 1236 of this building. 

(Thereupon, at 3 p.m. the committee adjourned until 10 a.m. tomor- 
row, Tuesday, Mar. 27, 1934.) 
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TUESDAY, MAROE 37, 1934 


. House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON WAYs AND MEANS, 
ashington, D.C. 


. note subcommittee met at 10 a.m., Hon. David J. Lewis (chairman) 
Pp < 
Mr. Lewis. Ladies and gentlemen, the subcommittee hearing wit- 


‘nesses on the unemployment insurance bill will resume its on. 


The first. witness on the list this morning is Hon. Edwin S. Smith, 
of Boston, Mass., representing the Department of Labor and Industry 
of Massachusetts. 


STATEMENT OF HON. EDWIN 8, SMITH, BOSTON, MASS,, COM- 
MISSIONER, DEPARTMENT OF LABOR AND’ INDUSTRIES, 
MASSACHUSETTS 


_ Mr. Lewis. Mr. Smith, the general discussion of the principles 
involved in this subject, especially on the part. of the friends of the 
legislation, the committee heliceves has already been ample. So if 
you would, direct your remarks to specific information that will be 
of assistance to the committee, I think you will serve our purpose 
to better arent 

Mr. Saitu. I will be very glad to do so, Mr. Chairman, and IJ shall 
also be very brief, with the expectation that if there are any particular 
points that the committee would like to have developed they can - 

uestion me. 

: About 3 bear ago the Massachusetts Legislature created a body 
known as the “Special commission on the stabilization of employ- 
ment.”” The chairman of that commission is Dr. Stanley King, presi-- 
dent of Amherst College, who had moped very much to be here today, 
and I am merely pinch-hitting in his place. | 

The other members of the commission include Dr. Compton, presi- 
dent of the Massachusetts Institute of Technology. 

Mr. Lewis. You mean the physicist? | 

Mr. Suita. He is a brother of the year I think this Dr. Comp- 
ton is also a Physicist, but he also is the president of the Massachusetts 
Institute of Technology. ; 

The co ion membership also includes-two employers, Mr. 
Dennison and Mr. Kendall, both of whom are now members of the 
Industrial Advisory Board of the N.R.A.; and two representatives of 


labor, the president of the State Federation of Labor, Mr. Moriarity, 


and Mr. La Fontaine, who represent the railroad brotherhoods, an 


myself, 
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~ members of the commission havo participated 
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After 2 years’ work this commission has brought in a bill providing 
for unemploymont reserves, modeled very largely on the Wisconsin 


act. 

I think the committee will be interested in what can only be an 
rine of the prospects of the legislation in Massachusetts, but I 
think it is a reasonably sound ostimate, 

Last yoar, when the bill was presented labor was for it. The or- 

anized employers, as represonted by tho Associated Industries of 
assachusetts, were quite dofinitely against it. 

The hearings on the bill this year do not take place until Wednesday 
of this week, so one cannot say positively what tho lino-up will be. 
But from numerous conversations and meetings, in which I and other 

I think it is fair to say 
that the attitude of the employers in Massachusetts, at least the or- 
ganized employers has quite noticeably softened toward the bill. 

"1 think thore will be a number of om Yloyers who will appoar on 
behalf of the bill, and it is not boyond tho realm of possibility that 
tho Associated Industries may support it, although it is too carly to 


~ BAY. 
Tho bill, us 1 have said, is modeled vory lurgely on the law of Wis- 


consin, although there are somo variations. 

Primarily, it has adopted tho principle of roserves instead of in- 
surance. ‘Tho omployor is asked to make a contribution of 2 percent 
of his pay roll, that monoy to bo expended in accordance with the 
benofits set forth in the bill, for compensation to his own employees 
whon thoy are out of work, and the fund of a particular employer is 
not to be used for payment to cnplesces of other concerns. 

Tho bill includes, as does the Wisconsin law, the provision whereby 
tho omployers’ contribution—— 

Mr. Lewis (interposing). At this point let mo ask you this question: 
What - tho minimum number of employees that impose tho obli- 
gation 

Mr. Sasitit. Ten. 

Mr. Lewis. Would your bill contemplate that the employer with 
as fow employees as 10 should carry tho necessary reserves and give 
no additional security? 

Mr. Satis. Yes; those are the terms of tho bill, and the reason that 
tho figuro 10 was adopted rather than the figure 6, lot us say, has 
largely to do with administrative difticultics. 

Sach employer must keep a separate account with the State, and 
wo felt that, initially, at leost, it was desirable not to got tho ndininis- 
eae tnachinory too complicated by bringing in tho smallest 
omployer. 

sotting tho rainimum at 10, wo leavo out a great many individual 
employers, but 9 vory small proportion of employees. 

Mr. Lewis. Havo you an estimate of what that proportion omitted 
would bo? 

Mr. Smita, Thero was an estimate mado last year, but I am not 
sure that I have tho figures correctly. However, I think in the manu- 
facturing field wo would leave out about 40 percent of the employers 
and about 2 percont of tho employees. That may not bo accurate, 
but the figures aro something along that line. 

After tho employer has built up a fund which ropresents so 
much reserve per employes covered by the plan, his contribution drops 
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from 2 percent to 1 percent, And when that fund is still higher the 
contribution ceases until if falls again below the fixed point. 

Mr. Lewis. What are the accumulations represented, to provide 
for the changes of tax? 

Mr. Smitu. At $55 per employee covered by the plan, the con- 
tribution drops from 2 to 1 percents: At $76, it ceases oneal: 

As regards tho rolationsh P of the Wagner-Lewis bill to this pro- 
posal in Massachusetts, we feel that the proven which gives the 
employer credit in the amount by which t 
as well as by the actual amount of the contribution itself is import- 
ant, because we uré very anxious to preserve in our bill the incentive 
to the employor to regularize his employment by giving him a 
eiteren in rate when ho has ausceeied in preserving steady om- 
ployment. 

Massachusetts, as you gentlemen undoubtedly know, has been a 
pioneer in labor-logislation matters for many years. As rogers the 
textile industry, thore is a considerable body of opinion which takes 
the position that Massachusetts has suffered very definitely from 
having gotten too far out in the van. There is also a tendency to 
feel that Massachusetts has vory much benefited by the provisions 
of tho N.R.A. because tho textile code does tend to equalize con. 
ditions between the North and the South. 

For that reason, if for no other, Massachusetts employers, I think 
would: bo exceedingly interested in a bill of this sort, by the terms of 
which Massachusetts would not again havo to be in the position of 
marching at the head of tho procession, with no certainty as to when 
other States were going to join in. 

As to the cost of the proposed 5 percent tax in torms of percentage, 
of the valuo of product, I had some figures drawn up yesterday before 
I came down here. It ranges, as far us Massachusetts is concerned, 
from four tonths of 1 percent in one industry, in which tho labor cost 
is the smallest proportion of the total, to as high as 1.3 percent. 

I mention those figures becauso the 5 percent looks somewhat less 
alarming when reduced to terms such as those, 

do not know, Mr. Chairman, whether I have been sufficiently 
specific about the provisions of the Massachusetts bill. I could go 
intoa great deal of detail in reforonco to them, but they are so similar 
to the Wisconsin law that I do not think it is necessary to take the 
time of the committee to do so. 

I can assure you that tho already favorable sentiment toward the 
bill will bo immonsely strengthoned by a Federal provision of this 
sort which would guarantee to us that we could go ahead with moro 
ussurance that others would follow. 

Mr. Lewis. When you speak of the textile industry, and of Mas- 
sachusetts, perhaps because of its progressiviem having suffered a 
special burden, what did you have reference to? 

Mr. Suite. I was thinking of the fact that Massachusetts for yoars 
has had on ite statuto books a law prohibiting the employment of 
women after 6 o'clock at night in the toxtile industry. It is fre- 
quently charged that that is a discriminatory law hecause it does not 
apply to any other industry in Massachusetts. 

‘y As regards the other industries the limitation on night employment 
of women is 10 o’clock at night. 
82816218 


6 contribution is reduced -— -- . 
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Of coursd,; the textile mills do, as you know, utilize the labor. of 
' womon to a large extent, particularly. in certain operations, and it.is 
undoubtedly true that Massachusetts has suffered for that reason, 
One of the principal handicaps under which the textile industry of 
Maasachusette has suffered is this so-called “6 o’clock law”, and that, 
it has been felt, and-I think rightly felt, has been a distinct handicap 
to:Massachusetts industy. es , 
: ‘As a matter of fact, when the textile code was adopted organized 


~~ labor came out atid supported a measure which provided that during 


the. life of the code, 6 o’clock law: should be susperided under 
sulations to be issued by the commissioner of labor and industries. 
‘The feeling was that the National Government had taken a step for- 
ward in liberal Jabor legislation which was so pronounced, that Massa- 
chusetts, during this period could afford to waive this particular pro- 
vision in-its law without feeling that the rights or interests of labor 
wore being sacrificed. - 
.. The 2 percent which is set forth in this Massachusetts bill, I per- 
sonally feel is essentially a g. Under its terms the amounts 
of benefit that can be paid sre small. I think for that reason, to 
set as a goal a higher percentage as has been done in this Federal bill ; 
is distinctly to the point. : 

In other words, the most optimistic person from the employers’ 
point. of view would hardly suppose that permanently at least a 
2 percent contribution by the employers would be sufficient to take 
care. of the needs of the unemployed. _ 

-Mr. Lewis. Under the terms of this bill it is generally understood, 
I think, that the State legislatures might adopt varying plans, even 
more liberal plans of treatment, provided none of the minima require- 
ments are violated. 
. In New York State, for example, where Mr. Swope, a principal 
spokeaman before this committee, has large industrial activities, if the | 
ew York Legislature should prefer to adopt a plan following the 
British plan, the legislature could do so under this bill, subject always 
to the condition that the minima contributions and conditions of the 
bill should not be overlooked. 
. Mr. Smrra, Yes, sir; and that is a very wise provision, in my 
estimation. 
. Like the other members of the Massachusetts Commission, I am 
sold on the idea of unemployment reserves, and shall advocate that 
as far as Massachusetts is concerned. 
- But I should be aman As pete to see other forms of legis- 
lation tried out in other States. I think a variation in kinds of un- 
employment compensation laws offors a splendid opportunity for 
experimentation and possible modification. 
r. Lewis. Theo bill might even carry a provision for a just divsion 
of the available employment, that is, the State bill. 
. Mr. Suirn. Exactly; I should think it might well do so. 
There © = point I neglected to mention, but which I think is of 
somo interest. 
In opposing the Massachusetts bill last year the organized em- 
ployers stated to the legislature and to labor and those interested in 
this bill that they were going to. begin a very intensive campaign to 
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establish -voluntary private plans for compensation, which would do 
away with the necessity of any State compulsory legislation. : 
They went about that task with real earnestness and zeal, but it 


leer complete flop, to use the vernacular. They themselves admit- 


Whether it was because, as was stated, the energy of the employers 
was too much used up in thinking of codes, or for some other reason, 


the fact remains that this propaganda effort did not succeed in start- . _ 


ing but a very small number of private plans. This, of course, was 
exactly what the commission had contended when it presented ita 
original bill, namely, that the movement for private plans was doomed: 
not to progress very rapidly. 3 

Mr. Lewis. Wo thank you very much for coming this distance toi 
help us, Mr, Smith. . - 

s Mr. Albert B. Hutzler, of Baltimore, present? (After a pause.)' 

Apparently not. 

Miss Magee of Cleveland, Ohio, is here, I believe, and we will be 
glad to hear her at this time. . 


STATEMENT OF MISS ELIZABETH S, MAGEE, OLEVELAND, OHIO, 
. SEORETARY OF THE CONSUMB%S' LEAGUE OF OHIO 


Miss Macee. Mr. Chairman, I am secrotary of the Consumers’’ 
League of Ohio, and in that capacity have been connected with the 
movement for unemployment insurance in Ohio since 1928. 

When the Governor's Commission on Unemployment Insurance- 
was appointed in Ohio, I was made the executive eecretary and 
director of research of the commission, which was in existence for 
slightly over a peat and from two members of which you heard on 
yesterday, Rabbi Silver and Dr. Rubinow. : 

. Bofors { became director of that work of the commission I spent 

the summer in England making by no means a thorough study, but 
investigating during the 3 months I was there the operation of British 
unemployment insurance, having studied the law covering that in- 
surance prior to that time in some detail. 
, [believe the thing which I want to say, the most important thing, 
is that the introduction of this legislation in Congress has given us 
in Ohio, those of us who have been interested in unemployment in- 
anrence 77 i have worked hard for it, the greatest ray of hope that 
we have had, 

I believe that the enactment of this legislation at this session of 
Congress, would remove the greatest, obstacle to enactmont that we 
have encountered. We believe that its enactment would be, without 
reservation, the most significant thing that this session of Congress 
would have done. ; 

I think you have had many good acaments showing why we 
should have unemployment insurance, and it is not necessary for me 
to elaborate on that. 

But there are a few points, I believe, that have been developed in 
our study that may be of significance. 

In the first place, there is the matter of the type of problem pre- 
sented by unemployment. During the depression, in the latter 
years, we have become unemployment conscious, as a Nation, And I 
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believe that too much of our thinking has heen directed toward 
the snemnpieyenea that is a factor of the depression, and not enough 
of it has been given to the study of the problem which workors face 
in so-called ‘‘ good times,” 

When we began to examine the figures which the Bureau of Labor 
Statistics collected in Ohio, showing the monthly fluctuations in 
employment and which the United States Bureau of Labor Statistics 
tabulated just recently for a period of 14 or 16 years, we were im- 
pressed by the fact that there was a margin sometimes of as much as 
13 percent between the month of highest employment in a year 
~ and the month of lowest employment. That was true in 1928, which 
. many of us go back to rather pleasantly, as being a very good, com- 

fortableyear, 

Mr. West. As a matter of fact, so far as labor is concerned, there 

_ was developing an increased volume of unemployment, amounting to 

somewhere between 2 and 3 million persons in 1928, was there not? 

Miss Macere. Yes. Of course, there were minor depressions 
throughout that peak time, before 1929, and even in the best years 

. there was a 7 or 8 percent margin between the months of highest and 
‘lowest employment. 

The easy answer is that it is seasonal unemployment, but in addi- 
tion, there is a great amount caused by the change in purchasing 
habits and better industrial processes, ; 

I have had that brought to my mind recently in connection with 
the operation of our new minimum wage law and its effect on the 
workers in laundries. 

Of course, it is obvious that when peop buy electric washing 
machines and install them that probably means more rane en 
for the people who manufacture electric washing machines, but it 

robably also means less seer ment for the girls who work in laun- 

es. We can not say that is a bad thing because that is part of the 
march of progress. But the bad part of that is that the march of 
progress, the change from one habit to another habit, is paid for 
almost entirely by the group of workers who are thrown out of 
employment. ; ; 

Mr. Lewis. May I interposo a parallel illustration? 

Miss Maqee. Yes. 

Mr. Lewis. We have been justifying that concentration of the 
cost upon those least able to bear it, on the theory that society, on 
the whole, was benefiting. When a city finds it desirable to cut a 
new street across from one avenue to another, to promote the general 
welfare though the owner may object stoutly, he is evicted all the 
same, because the interests of the city require this soproveuent 
But he is not evicted until just compensation is made to him for the 
Property taken away. ; 

“To deny this worker the same indemnification or protection when 
he suffers for the same purpose simply means to deny him equality 
before the law. That has been my fundamental view of this matter. 

AGEE. It seoms to me that is an excellent parallel, Mr. 


I would like to make another one, and that is that we have recog- 
nized the fact of the cost of what happens to the worker, to a certa 
extent through the enactment of workers’ compensation. It took a 
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long period of. years to d Bet that idea over, and it is not yet completely 
over ponent the United States. 

But we have recognized it to this extent, that most of our States 
make it possible for employers to figure in the cost of production the 
cost of accidents, or a part of the cost of accidents. 

We do it through a payment which they must make into workmen’s 
compensation funds. Of course, it is not the whole cost of an accident, 


because tho worker not only suffers real-financial loss, but he has to. ---- 


endure also physical and mental suffering. But we have recognized 
the principle. 

A curious result has occurred. If you go into any industrial neigh- 
borhood—and I am sure it is not only true in Cleveland, but else- 
where—if you go into any industrial community you will find here and _ 
there a family where the father had suffered some industrial injury, 
and the family is going on. They are able to pay their rent, and they 
are supplementing their savings, if they have any, by this regular, 
ure pevient which comes from the State workmen’s compensa- 

ion fund. 

_ Right noxt door to that family, with the same kind of background 
is a family whore the father has not had an injury. Ho has not had 
his finger, or his toe, or his foot cut off, but he has had his job cut off, 
and his family is going through all this distressing experience prior to 
asking for relief, with the exhaustion of their savings, and with nothin 
coming in with which to pay their rent, to pay for their groceries, an 
all that kind of thing. : 

That, it seems to me, is a parallel which shows up the absurdity of 
our failure to recognize unemployment as a cost of production. 

I want to make a brief comment, Mr. Chairman, on the 5-percent 
tax. We analyzed, in our Ohio study, from the figures of the census 
of manufactures, the same type of material to which Mr. Smith re- 
ferred the percentage added to cost of production by a tax on pay 
rolls. We did not figure in the cumulative effect of the additional cost 
of one product that foes into the making of another product. . 

] have gone over the figures of the 1931 census of manufactures, and 
found that. in that year, which was a bad year for production, that the 
manufacturing industries of Ohio spent $593,000,000 a year in wages, 
and that the valuo of our products during that time was $3,106,000,000. 

aking a 5-percent tax on that wage bill, it would be approxi- 
mately $29,000,000 paid into the fund, presuming that Ohio was 
sensible enough to pass a law putting 5 percent into that fund, and 
that would amount to nine tenths of 1 percent of the value of the 
product, or 90 cents on $100. 

I again emphasize the fact that we have not worked out the figures 
of the cumulative cost in certain industries. 

Mr. Lewis. That is very difficult. 

Miss Macee. It is very difficult. 

Mr. Lewis. It is not impossible by any means. 

Miss Mager. In addition, I think it is well to remember that in the 
making of such a general estimate some of tho wages would not be 
subject to the pay-roll tax, whereas we have to take the whole amount. 

oreover, the proportion of labor costs differs in different indus- 
tries. Take, for instance, the rubber-tire industry, which is one of 
our biggest industries. My estimate in that case is something like 
eight tenths of 1 percent. 
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m : . 


rl / 
 .Miss Maces. The wage element—when you take the 5 percent, 
it comes to eight tenths of 1 percent of the value of the product. 

If you take the boot and shoo sndlustry, it comes to 1,2 percent of 
the value of the predue In the iron and steel industry it is approxi- 
— mately $1 on $100, or 1 percent. ; 
~~" "Jt seems to me when you remember the very important element in 

_ this bill, namely; that the employers are asked all pay in the same 

proj ortion, then we have no great argument against the 5 percent 
dost to employers, because thé employers are perfectly able to pass 
it on in their price. 
_ ,. They are not handicapped by the fact that in one State age a 
faving to pay the tax and in another State they are not. That 

' néeds to be borne in mind. | : 
. The thing, to my mind, that is most important is this, that we do 
not have enough experience in this country to determine exactly the 
percentage of pay roll which will be needed. We have certain unem- 
Piya statistics, but wo know that we do not know the duration in 
individual unemployment, or the distribution of the duration of 

unemployment. 

' . At the beginning, it seems to me, to be the part of wisdom for us 
aye @ very good margin of safety, and to set up an adequate 


und, 

We do not want to set up machinery under which we will not be 

able to make Mbcent payments, thus having tho public feel that the 
whole thing is no good. , ; 
. We made a computation of the British experience. When, a few 
years ago, people were talking about the dole as the answer to the 
situation, a great deal was made of the fact that the debt incurred in 
Great Britain went up to $500,000,000. Not much was said about 
what the unemployment fund had paid into the Treasury, in the 
interest on that money which had to be borrowed. 

We made an estimate of the amount which that would have been 
if it had been spread over the 10 years in which the debt was accu- 
~ mulating, and we discovered that if there had been paid into the fund 
1% pence per week extra per contributor—that is, worker and 
em over and the State, during that time—they would have been 
perfectly solvent. ; 

T should say that one leaf we can take out of the British expenses 
is to have a good margin of safety before beginning, because the thing 

can be corrected by taking advantage of experience. 

..Mr. Lewis. You have some facility and experience in working on 
these matters. A comparison between the economic benefits under 
this bill and the benefits accorded under the British act would be 
‘interesting, if you could send it to the clerk of the committee. 

Miss Maaee. I will be glad to do that. Of course, conditions 
ehange, as you realize. 

The point I want to make in conclusion is merely to make 8 com- 
ment on what Professor Slichter said yesterday, when he advised 
delay as to the effective date of the bill. It seems to me that is an 
awfully dangerous piece of advice, not only because it is easy for all 
of.us to. delay to do anything but also because right now we are in a 
most strategic situation. The employment index, so we are told, is 
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very definitely going up. We give a year from the first of July before 
the tax accumulates. Unless something very disastrous ha pene, I 
should suppose our employment index would be a good deal: ighor, 
that the rise would be steady. - 

That is the ideal time at which to begin to accumulate. It is the 
ideal time for any individual who has any thrift to begin to save. 


It.is the ideal time for us to make effective our social thrift and fore- = 


sight. 
I think the statement that Mr. Slitchor made was d partioglariy open 
to criticism when he said that might result in ill-advised and hast 
action. If Congress adjourns, you will give a full year and a little 
over before the tax begins to accumulate, 

Mr. Lewis. With a year’s notice to the lawmakers of the United 
States that they have that much time ahead. 

Maaes. Yes; and with most legislatures meeting in regular 
session, and with the possibility that others could meet in special 
session, : 

Our commission was in existence for a year and 2 months, and 3 or 
4 months’ time was involved in the necessary editing and publication 
of the reports. The real work of the commission was done in about 
nine months. 

We made a rather exhaustive study, because it seemed to us that 
that was what was needed. A lot of water has gone over the wheel 
since that time, __ ; : 

The States in which the subject has never been discussed have 
the advantage of the reports of the various commissions, and of the 
work that has been done. We are not starting anew, without the 
cerentene of the experience of other countries and of the various 

ates. . 

_ Mr. ile How many States have labor departments or commis+ 
sioners 

Miss Macee. There were 43 who sent representatives to a recent 
conference called by Miss Perkins. I would presume most of them 
have commissions of some type. 

Mr. Lewis. They would feel officially charged with the duty of 
drafting preparatory legislation. 

Miss Mages. I should think so; and the legislatures of course, 
have labor committees, and there are organizations in many States, 
unofficial organizations, interested. ; 

My point is that in the States that have made a start and in the 
legislatures in which legislation has been introduced, there is already 
quite a body of information on the subject. ; 

I want to make this further point, Mr. Chairman, and that is that 
the way to get hasty action is to do nothing now. 

The reason we have had to have these emergency measures is 
because we did not put necessary and proper measures into effect 
previously. The reason we have had this situation is because we 
did not have the proper preparation. 

Mr, Lewis. at is the oldest experience in other countries with 
the Emeniproyment problem; I mean official experience? 

Miss Magee. In Great Britain they have had an experience of 
over 20 years, not in the wide seape that exista today, but they started 
with a few industries and expanded it. 

Mr. Lewis. How old is the German institution? 
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Miss Magee, It is much younger; offhand, I would say it is about 
6 or 8 years old. 

Mr. Meeker. I think it was first established in 1921 or 1922. 
io eee Most of the State legislatures meet next January, do 

ey no 

Miss Macee. I think nearly all of them do. 


__. Mr, West. If we do not have this legislation enacted now and it 


should go over until the next session, you would have consideration 
delayed for 2 years in the State legislatures, 
: Miss Magee. Yes; and with tho possibility of our having as short 


momories as we have had before, and that we would be so prosperous 


o that we would not realize the necessity for such legislation. 


r, West. Tho point is that the 5 percent would not be burden 


.  gome, because it would be merely reflected in the full amount, in 
_ increased prices, and the statement that it would be such a burden 


it is not figuring in any cumu 


. upon industry that it could not be carried, is rather unfounded, in 
view of the fact that 


t is not taking into account that labor cost is a 
certain percentage of industry cost. 

Your figure was 1 percent. 

Miss Maces. Our Ohio fguutys would seem to indicate that, and 

ative effect. ; 

Mr. West. If we give ample notice of the time when this would 
take effect, you can anticipate enough from any industrial develop- 
ment during the next year or two so that the burden of this would not 
be borne right now at the time of the depression. 

Miss Magee. That is true. : 

Mr. Mezxer. The burden is already there; it is merely a question 
of distributing it. Tho industries of the country are paying for un- 
employment; and they are paying for it porous the nose, and I 
advocate immediate action now, not merely for the reasons that Miss 
Magee has so well expressed, but as a means of easing a very heavy 
burden upon industry.- : 
eo Lewis. The next witness is Professor Meriam, of Cambridge, 
4 ass. 

Will you give your name, Professor, and state your relation to 
this subject? 


STATEMENT OF PROF. B.S. MERIAM, HARVARD BUSINESS SOHOOL, 
OAMBRIDGE, MASS. 


Professor MertaM. Mr. Chairman, my name is R. S. Meriam; I 
am a member of the faculty of the Harvard Business School. I have 
been interested in this subject for a number of years. 

I should like to begin by saying that I appear in opposition to this 
fe and that I am not, and would resent the accusation that I am, 
antilabor. 

As a matter of fact, I am not opposed, in i bee to unemDloy- 
ment reserves and I am not opposed in principle to compulsion on the 
part of the States to have them set up. 5 

I am, however, opposed to this particular bill, and I am also op- 
posed to the edopuon of any bill at this time. 

I have divided my remarks into two parts. The first are rather 
technical points, on which I may say, quite frankly, in my own 
opinion, I am something of an expert. 
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The second part of my remarks deals with political questions in 
which I do not claim to be an expert, but have only the status of any 
interested amateur, 

My first point of the technical order is that I object emphatically 
to the provision in the bill that permite the setting up of reserves by 
companies, ‘Tho effect of bills calling for individual company reserves 
is to deny all rights in the reserves to workmen who quit voluntarily, 
The workmen might quit voluntarily either to get a better job or, in” 
concerted action, to strike for better conditions. Under the individual 
company reserve plan all rights in the fund are denied to an individual 
who quits for either of these purposes. 

The effect of the company-reserve plan is to tie a workman to a 
particular employer. It sete up a state of industrial feudalism, which 
means that any workman who has worked for some time for a par- 
ticular employer must think twice before leaving for any cause, lest 
in the event of possible unemployment he lose his rights to benefits, 

This provision by tying the individual workman to his company. 
further reduces the competition among employers for labor, and this, 
in my judgment, is unfair, because a workman who has worked for 
some time for an individual employer has, in my opinion, earned his 
benefits and should not be deprived of them. 

Moreover, under this individual company reserve plan, every time a 
man quits it must be decided whether he has any right to benefit under. 
the individual company reserve or not. It means every time o man 

uits for any cause it is the occasion of a aispate and conflict between 
the individual employer and the individual employee to determine 
whether the employer's fund is liable to ay benefits to this man or not. 
his adds to industrial friction and administration costs. ; 

Mr. Lewis. It is your conclusion that under the terms of this bill 
the legislatures would not be free to adopt an equitable provision 
on that subject? 

Professor Mertam. I was coming to that point, sir, but I will give 
you a partial answer now. 

The effect of making the employer's fund liable for a workman who 
quits voluntarily would be that the employer would be charged with 
paying benefits for unemployment for which, under the Wisconsin 
and Massachusetts theories, he was not responsible. 

That is why the Wisconsin and the Massachusetts bills in their 
whole structure are based upon individual company reserves, and 
to adopt the amendment which I will suggest in a moment would be 
to cut out the heart of the Wisconsin and Massachusetts theories. 

I therefore suggest, Mr. Chairman, an amendment providing that 
the worker who quits voluntarily and who later gets other employment 
may, if he is not entitled to the maximum benefits from the reserve 
of the subsequent employer or employers, obtain compensation from 
tho reserves of the employer whom he quit voluntarily. 

I will repeat that, if I may. 

Mr. Lewis. I think you have stated it clearly. 

Professor Mrniam. Do you wish me to repeat it? 

Mr. Lewis. No. Suppose he quits work in Massachusetts and has 
gone out to Texas, in a change of employment, Does the geographical 

ifficulty present any objection to that principle? 

Proféssor Mertam. Of course, it would be limited to the jurisdiction 
of the State passing the act. : 


® 
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“Mr, Lewis, That answers that question. 

‘:Professor Mentam, Continuing my technical objections to this bill, 
my second objection is this. Although I like pool reserves on an 
industry or State-wide business better than I like individual company 
reserves, which I detest, I object to these pool reserves, whether 
company, industry, or State-wide pools, because in that pool the good 
..a@nd bad risks are lumped together, and the workman who is not 
unemployed or is not likely to be unemployed pays for those who are 
on the fringe of employment. 

This means that the pooling of the good and bad risks is a violation 
~ of all of these insurance principles, is not insurance in the accurate 
meaning of the word, because all insurance is based upon classification 
of risks, so the chances of all those in the same class are uniform. ° 
Ay third point is that in this bill unemployment is nowhere defined. 
Would it include unemployment caused by sickness or old age? 
Presumably not, although section 1 on page 5, lines 7 to 12, of the bill, 
- does not ‘specifically exclude unemployment benefits where the 


7 unemployment is caused by sickness or old age. 


en £ called this to the attention of a friend of mine, he suggested 
thet this might be a jokor in the bill to permit under this bill States to 
establish sickness or old-age benefits by calling them unemployment. 

A penny therefore, but only apparently, this bill excludes the 
combination of a provision for involuntary tinemiploy mene and a 

rovision for retirement. This combination of providing in the same 

und for unemployment benefits and retirement annuities has already 
been worked out for the Hill Bros. Co., manufacturers in Boston, 
Mass. This Hill Bros. Co. plan is a voluntary plan worked out with 
an insurance company and adopted by vote of the employees. 

It is not clear to me, although I am not a lawyer, whether mutual 
insurance companies and mutual savings banks are excluded under 
this bill o1 not. 

Section 3 (h), page 11, lines 3 to 6, excludes any private insurance 
companies organized or operated for profit. Now, it is possible that 
mutual insuranco companies might be recognized under section (i) 
. lines 7 to 13 of the same page, where it says the employment fund 

shall be held pricy! in trust under such conditions approved by the 

State agency as will in its judgment assure safety and liquid avail- 
ability of such fund or funds. It is possible that mutuals might be 
recognized by the States agencies; but stock insurance companies are 
excluded under (h). 

r. Lewis. Economically speaking, is not the difference between 
the mutual companies and the stock companies a difference in name? 
Are not the econumics of operation about-the same? Do not the 
mutuals, for example, consume as large a percentage of the premiums 
and the interest payments received as the stock companies? Some 


men, evidently informed on these things, have stated that. Do 
you have any information on that ey esi 
Professor Mertam. I have not detailed. information. I should 


agree, as a general proposition, that is substantially the fact, that the 
difference is a negligible factor, in an economio sense. 

Mr. Lewis. In an economic sense? 

Professor Mentam. Yes; it is negligible in an economio sense. 

However, I am _ here talking about the specific provisions of this 
bill; and paragraph (h) says “any private insurance company organ- 
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ment benefits, but it is designed not only to provide compensation, 
é » under a » pago 9, 
lines 14 to 170 the bill, says a workman may not b3 denied bene 


wages may, under those conditions, operate to create unemployment. 
This language is somewhat vague because the word “substantially” 
is in this clause (2). To avoid t 


reduction of the purchasing power of wage earners and farmers.” 
That is not a protection of wage rates; it is a protection of working 
class purchasing power. In certain cases protection of wage rates 
may operate to reduce working class purchasing power, because 
of its effect on the amount of employment, which, multiplied by the 
wage rates, gives us the purchasing power in terms of dollars and 


cents, : 

Under this clause (2) we have the wages, hours, and other condi- 
tions of the work; and a workman could refuse part-time employ- 
ment and still remain eligible to full asenpeyaiene benefits. For 
that reason my final suggestion on clause (2) is to leave it out entirely. 

Mr. Lewis. What would the situation then be with reference to 
applicants qualifying themselves for unemployment benefits with the 
former employer 

Professor Mertam. Well, thisis not a matter of the former employer 
or other employer. It simply means that the bill is limited to the 
purpose of providing compensation and does not have the other 
Purpose of maintaining wage and hour standards. 

r. A aes Suppose he declined employment when he could 

secure 

Professor Mertam, That is an administrative question and for the 
State machinery to say whether that constitutes such a refusal on 
his part as means that he is no longer involuntarily unemployed. 

e British act, for example, has no proven that the workman 
may decline if the wages, hours, and other conditions of work 
offered are substantially less favorable; and they have been able 
to administer the act perfectly well. The British act simply declares 


232 UNEMPLOYMENT INSURANCE 


. on @ workman may not decline suitable employmént. What that 
suitable employment is is a matter of administrative definition. 

Mr. Lewis. Tho word ‘‘suitable”, then, takes the place of. the 
word “substantial” here? 

Professor Meniam. It may, sir. I do not want to—— 

_ Mr. Lewis intorposing . And, under the word “suitable”, the 
administrative board will do what I think all courts really and prop- 
__ erly do in disputed cases, that is, really make the law, that is legislate, 
with regard to the circumstances of each particular case. 

. -Professor MreriaM. Well, that puts more stress, sir, on the adverb 
“‘substdntially”; and if that word “substantially” is thoroughly 
borne in mind maybe this is a minor technical point. I should 
prefer the “suitable” provision. 

- Kinally, on these technical objections, it is no answer to say, as to 
the technical objections, that this proposed bill leaves all the 
questions up to the State Epaintures: Tho bill itself puts the 
restrictions on the State legislatures, but it does not put all the 
desirable restrictions on them, and it does put some undesirable 
restrictions on them. The issue is not a question of whether the 
State legislatures should be restricted or not. Tho issue is simply 
whother certain restrictions should be put on. 
_ I did not prepare to speak on this phase of it, but, since the Chair- 

man raised the question in discussing the matter with ono of my 
predecessors this morning, let mo say, sir, in’ my Spinien, that it 
would not be possible under this bill for any State legislature to adopt 
the British plan. ; 

Mr. Lewis. I would like to hear the statement. 

Professor Mertam, On page 8, section 3 (b), line 17, we find this 
language ‘“‘and provides that the legal liability of such unemploy- 
ment fund to pay compensation shall be limited at all times to the 
resources of such fund, including any contributions due or unpaid.” 
Under the British plan the Government may at any time borrow from 
the British Treasury in order to pay benefits. This provision that 
the unemployment benefits—that the legal liability of such an unem- 
ployment fund to pay compensation shall be limited at all times to 
the resources of such a fund, means that there can be no legal claim of 
benefits if those benefits are paid by the unemployment fund borrow- 
ing from the State treasury. Therefore, this provision at the end 
of (b) would bar out the British plan. 

Mr. Lewis. Does it bar out contributions? 

Professor Mertam. No, sir; not that part. It would simply bar 
out the possibility of borrowing. 

Mr. Lewis. Of borrowing? 

Professor Mrertam. Yes, sir; borrowing. 

Mr. Lewis. Of anticipating contributions? 

Professor Merriam. Of anticipating contributions, excepting “any 
contributions due or unpaid”, which are still allowed. It might 
borrow to the extent of contributions due but not ie 

Also, air, at the top of page 8, section 3 (a) provides thet the com- 
posse ‘shall be paya le to them as a matter of right.”” Again, 

do-not pretend to be a lawyer, but I do know what that clause is 
intended to mean; it is intended to mean that the workman shall 
not have to prove that he is in needy circumstances in order to claim 
the benefit. Asa matter of law, it might be that if he proved needy 
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circumstances he would then have a matter of right. But what that 
clause means, in economics if not in law, is to rule out any means 
test for any benefits under the act. And at the present time the 
British leglation does require the so-called means test for certain 
enefits. 

Mr. Lewis. With regard to the insurance part of the fund, there 
are two parts of that British fund—the relief part and an insurance 
part. Is the means test applied to both? 


Professor Merntam. Tho means test is not ap lied to both. Itis ~~ 


appliod only to the second. But, if I read this bill soerecty the two 

ngs in land are handled as one fund and under this provi- 
sion, if I understand it, the two funds would be separated; and I 
think, as a matter of relief measures, there is a good deal to be said 
for not saying we have here an imolnployment reserve fund and when 
that ends you have got to go to ordinary poor relief, I think this 
intermediate stage, when ordinary benefits have been. exhausted 
where an emergoncy benefit under the need clause could be adminis- 
tered, is possibly a good thing. Under this bill it would be ruled out. 

Now, [ come to the second section of my remarks, where I am 
talking more politics than technical economics or technical insurance; 
and I should like to repeat that here I offer the views of an interested 
amistonr, but that I do not consider myself an expert on political 
matters. 

In the first place, I do not want to raise the question of the consti- 
tutionality of this bill in-any technical senso. My first political 
objection is, therefore, that this is no time to put additional burdens 
on employers and employees and State administrations. Recent 
legislation has created plenty of burdens without adding this one. 
It is an extremely dangerous time to discuss raising labor costs in the 
sense of labor costs per unit. I should like to refer to that, since both 
my friend Mr. Smith and the lady from Cleveland have referred 
to these figures in terms of selling price. That is, in my judgment, 
sir, an extremely misleading comparison. 

Phe fact is that the profits of the employer also are normally a very 
small portion of selling price. I once made a rough calculation for 
the State of Massachusetts, for the year 1930, of the amount of profit 
pores under our tax law by manufacturing establishments, in its 
relation to payroll, and I found that two percent of Massachusetts 
payrolls amounted to 9 percent of the profits reported by the em- 
ployers. It is simply impossible, sir, to make any suggestion that the 
cost of providing decent unemployment benefits is not a substantial 
sum of money. You can figure in terms of unit price or profit or in 
any way you want to; but in dollars it amounts to a great deal of 
money; and, in my judgment, this is not a time to impose those 
burdens, pares ly not to impose them in terms of labor costs, and 
that would be my answer. 

But Dr. Meeker says that this is simply a redistribution of the 
burden. That argument is, in my opinion, fallacious, because this 
burden is stated in terms of pay rolls and the other burdens are not 
stated in terms of pay rolls; and there is a great deal of difference be- 
tween & poy-roll tax and all the other taxes that we may think of. _ 

Secondly, if the Federal Government gets any revenue from this 
bill, it is worse than any sales tax. It is a tax on pay rolle, on wage 
earners, an obstacle to increased employment an rising wages. 


LI 
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It operates to encourage the substitution of other methods of produc- 
on, using less labor. It encourages, therefore, the introduction of 
m 


wege sa achinery which may not be in the true senso labor 
ga machinery. 
. Mr Lewis. Have you something concrete on that last suggestion 


or is it just an abstract idea? 
. Professor Meniam. Well, it is a well recognized idea, sir, among 
_ those who have discussed the effects of a tax of thissort. ===>. 
.- Mr, Lewis, In other words, just to give a fanciful illustration, you 
might drop half of the employees and the pay roll would be reduced 
60 percent, by the substitution of machines which would not increase 
- the pay roll, although tho use of those machines might increase the 
pd akon expense in the same degree, The tax in that case would 
pply only to the one half of the pay roll remaining? 
rofessor Merriam. That is a good fanciful illustration. 
Mr. Lewis. Porfectly fanciful. 
fessor Merriam. But it is substantially the way I should answer 
the question. The principle is one of the fundamentals of economic 
literature. It is known as the principle of substitution. It is the 
notion that the employers will endeavor to substitute less costly ways 
of doing things for more costly ways of doing things. Itis not a fanci- 
ful principle. Itis a Enacipl recognized in economics and it has a 
multitude of applications. It explains, in part, why wage rates in 
moans) times are very much higher in this country than in the other 
countries. 

Mr. Lewis. Supposing the obligation to exist to indemnify this 
worker for his opportunity to labor taken away for the benefit of 
society. Supposing that obligation to exist, do you have any other 
method of taxation that you think preferable to this? 

Professor Mertam. Well, not here, so far as the first line of resist- 
ance to the impsct of unemployment. I should like to see a con- 
tributory system, where both the employers and the employees con- 
tributed. It all comes out of the wage earners, in my judgment, 
whether it is paid by the employee in the first instance or in the second; 
but I do not urge that as an objection. When it comes to additional 
benefits, relief under the means test, then I should prefer to see funds 
raised for that purpose not by a tax on pay rolls and contributions 
from the employees, but from the general revenue of the State, which 
comes from many other kinds of taxes, many of which do not fall 
upon the wage earners as this particular one does. 

Mr. Lewis. Well, that is easy, of course, to develop objections. I 
am pursuing the easy path. Now, here is a State in which half the 
a de hey are farmers and mney do not come under this bill at all. 
The State revenues would be derived from taxes on farms; and we 
would not, of course, ask the farmer to contribute in the form of 
taxes where he could not be a beneficiary. 

Professor Mrer1aM. However, the case you are putting up is where 
the workman suffers from a process that is for the general good. 
You referred to the general welfare; and it is up to the State, in my 
judgment, to pay compensation for any injuries inflicted on the work- 
man for the general welfare, just as it would pay compensation to 
the workman if it took his house for a street. _ - 

Mr. Lewis. And that would presume that the farmer would be a 
participant in the increased general welfare? 


UNEMPLOYMENT INSURANCE 235 


Professor Meniam. Well, it is up to. the State legislatures to 
determine what the best all-around system of taxation is. JI have 
ideas on that subject, sir, but I know that you do not want me to go 
too far afield. 

Mr. Lewis. We want information. 

Professor MERrAM. Well, { do not want to expen on the general 
system of taxation, which tax is equitable and which is not. This 
bill is imposing a direct tax upon wage earners and wage 


earning. 
__ Now, the hope is—and this is 1 y next objection—the hope is that =~ 


the State legislatures will yield to Washington pressure to pass these 
acts in order to keep money at home instead of spending it here. 
This is an appeal to State distrust of Washington, to. the States’ 
opinion that money sent to Washington is not spent on anything £0 
beneficial to them as money that is spent within the confines of their 
own States. It is a strange spectacle to me to see Congress passing 
a bill designed to fortify the States’ distrust of Congress. 

In conclusion, both the technical and the political aspects of unem- 
ployment relief, in my judgment, need further detailed debate and 
clarification. Thore is no need to strike while the iron is hot. There 
is no need of nervous haste to pass any sort of alaw. Action at this 
time on this matter is not necessary to help recovery. It is more 
likely to hurt recovery. 

Thank you very much for your attention. ; 

Mr. Lewis. Thank you very much for your contribution. 

I learned that Mr. Hutzler is now here and we will hear from Mr. 
Hutzier of Baltimore. 


STATEMENT OF ALBERT D. HUTZLER, OF HUTZLER BROS. 
_ DEPARTMENT STORE, BALTIMORE, MD. 


Mr. Lewis. Now you might proceed, Mr. Hutzler, and tell the 
committee of your relation to. the employment situation. 

' Mr. Hutzier. Chairman Lewis, I am a merchant, Albert D. Hutz- 
ler, of Hutzler Bros. Co. 

Mr. Lewis. Of Baltimore, Md.? 

Mr. Hutzuer. Yes, sir. We are in the department store business 
in Baltimore. I guess you would call us a middle-sized employer in 
relation to some of the larger-sized employers you have had before 
your committee. 

Mr. Lewis. How ey do you employ? 

Mr. Hurzuer. About 2,000. : : 

I have been interested in this subject in relationship with pale 
thropic activities and with civic activities throughout the city. I 
have no technical background of any particular merit, but I am simply 
interested in the subject as a business man and as a citizen who 
wishes to seo the best for the country. I do not know whether that 
is Spprcsumately what you wish for a background. 

r. Lewis. You may just proceed. 
_ Mr. Hutzier. Would you rather have me read a statement or 
informally state my views ‘ 

Mr, Lewis. Mr. Hutzler, the committee has heard the general 
nie 9 presented pretty well; and if you can please, direct your 
remarks to your own specific experience. 

Mr. Hurzuer. Yes. 
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Mr. Lewis. Perhaps that would be the best plan. 
nd Hurzurer. Well, I have a certain outline and I will try to do 
that. 

Mr. Lewis. Proceed in your own way, sir. ; 

Mr. Hutzier. From my outline rather than from my specific talk. 

I have been interested in this proposition and I am quite in accord 
with the general principles of unemployment insurance. I think that 
_ the public as a whole has come to have a feeling that if a man is unem- 
ployed because the particular trade that he has learned is not havin 
employment, either because of a style change or because of technica 
' improvements which throw men out of work, or because of cyclical 
ae. copies of a naturo that puts him out of employment elong with 

others, it should not be necessary for him to go to charity, but it 
should be matter of insurance, of just the same type as the insur- 
ance that the owner of property has against fire or against windstorm 
or against tornado. 
_ ‘They aro all insurable risks, One can never tell when they may 
hit, and there should be a similar type of insurance. I look upon it 
more as an insurance feature than as anything else. 

Thon, as a matter of abstract justice, we should pass unemploy- 
ment-insurance laws throughout the country. Abstract justice 
however often leads us astray. There are many laws which are 
pe osed which seem abstractly just but which if we follow to their 
ogieal conclusions and logical consequences, we find do more hurt 
than primary good. ‘Trying to follow this proposed law through and 
looking at the effect upon business and the welfare of the country 
as a whole, we do not reach that conclusion. This law, after the 
initial stages—I want you to notice, after the initial stages—is neither 
deflationary nor inflationary. It is deflationary at times and it is 
inflationary at times. But, after the initial stages, you are paying 
more into the insurance fund than you are paying out during times 
of prosperity and it would therefore act asa check on a runaway boom. 

d in times of depression you are paying more out of the fund 
than into the fund and it therefore acts as a check against the descend- 
ing cycle. Therefore, this particular insurance fund should have a 
wholesome effect upon the economic cyclo as well as being wholesome 
as a question of abstract justice. It is for that reason that I am in 
favor of the general principles of it. 

Now, I have been trying within the last weok or so to get the 

rinciples that I think should be in any program for unemployment 

surance. Thore are four that I put down; and I will speak of them 
in turn. The first one is that it must be Nation-wide. The second 
is that contribution should be made to the insurance fund by the 
three interested parties, to wit, the employer, the employee, and the 
taxpayer. The third is that we should make just as uick a start 
as pombe in building up this fund, as quick as it is possible to make 
without hurting the recovery. And the fourth that the insurance 
fund itself within any division—in most cases the States will be the 
divisions—within any division should not apply to a particular 
industry but should apply to all industries within that geographio 
division. Now, let me just give my reasons for all four, 
- The first one is that it should be Nation-wide. I found the necessity 
for that rather large when I was serving in a dual capacity. I was on 
& commission in Maryland that drafted an unemployment-insurance 
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bill, It was a Baltimore city co ion but it drafted a State-wide 
dill. I was also a member of the board and Jater the president of the 
Association of Commerce in Baltimore. This gave me a great oppor- 
tunity to hear both sides of the question and get all viewpoints. 
This bill was presented to the legislature by the commission and 

disapproved by the association. The disapproval was sincere and it 
was valid, Vatoubiedy: had that measure been passed in Maryland, 
and not been passed in th 
huge handicap to the industries of Maryland as against their com- 
petitors in other States. You could not possibly avoid that. It 
called for a big sum, a big sum in relation to the sales or in rolation to 
prone; that would have to be a handicap and that would probably 

ave increased costs to a noncompetitive point. 

. Mr. Cocnran. If the gentleman will yield, what was the rate on 
the pay roll proposed in the Maryland legislation? 

r. Hur2ter. It worked out at the initial stage 1 percent from the 
employer and 1 percent from the omployee, and in slow stages to 2 
percent from the employer and 2 percent from the employee, which 
s a very considerable burden. 

Mr. Cocuran, Did it provide for participation by the State of 


Maryland? 

My. Hurzer. It did not provide for participation by the State of 
Maryland. The administration in the State of Maryland would have 
fought it bitterly had it done so. Again, it was a question of gettin 
wis bey es 9 or nothing and even that could not be gotten throug 
at the time. 

‘ ae Cocuran, But the machinery was to be administered by the 


Mr. Hurtzzer. It was to be a State administered law but not a law 

supported by State contribution. sf ; 

ow, I think that that similar opposition will occur in every State 
so that if you 1 iy put a law in a State without having some nationa 
impetus, it fail. I do not think that that national impetus 
should be taken, as the last witness had a fecling, that it is a question 
of administering it through the National Government or through the 
State povernmneatt. This is frankly a makeshift device. 

Mr. Lewis, That would resemble the tax which Congress found it 
necessary to impose on State banks issuing notes. It was imposed 
as a deterrent and it proved rather effective, I believe. 

Mr. Hurzier. It was something on that order, I believe. 

I thought what I would do was to first discuss the general principles, 
without relation to the law, and then to specifically bring those back 
to the law. 

Am I taking too much time? 

Mr. Lewis. No. Proceed. . 

Mr. Hurzuer. As I said, it has to be Nation-wide. I think that 
is one principle. ey 

The second principle is contributions by the three interested 
parties and I think that, again, is a matter of justico and a matter of 
canedienty. All insurance should be paid for by those who receive 
the benefits. I think we must consider this as insurance, just as 
industry must have its own fire insurance or its own occupancy 
insurance. It is insurance. Now three parties benefit. The em- 
ployer distinctly benefits. There is many an employer who feels— 
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e other States, it would have necessitated 
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I should say the majority feel greatly—the moral obligation to keep 
on their employees as long as possible. They try to make work for 
employees. They are handicapped by perneps their more desperate 
competitors, and eventually t have to be done which they do 
not want to do. But it will relieve the employer of a tremendous 
moral strain, a fremendous financial strain, in trying to keep up 
employment in times of slack. 

Mr. Lewis. Mr. Hutzler, do not answer this question or feel that 


_ you should, if it discloses any business secrets, But I have neyer had 


any information as to the proportion of a department store's sales 
which go to expense. In the manufacturing industry I think it runs 
about 221 percent of the final value of the préduct. Can you state 
enera ; 
: Mr. Horiven, Yes;surely. Department-store accounting is a little 
different from manufacturing accounting. In other words, all labor 
in the department-store accounting is expense; while that same labor 
in the manufacturing accounting is part of the cost of product. It 
makes it very difficult to compare and there is a movement on foot 
now to bring department-store accounting more in line with other 
accounting, because it is out of line, and it looks much more unfavor- 
able. In normal times the tendency of department-store expense is 
ower, 

Mr, Lewis. Wage and salary expense? 

Mr, Hutzier. Well, wage and salary expense in normal times is 
about one sixth of sales. It is reac @ point now that is practically 
one fifth. That ought to be pulled down, but it is there and recent 
tendencies in the shortening of hours and the increasing of wages have 
definitely increased department-store wage and salary expense, which 
is growing, so that now it is practically a fifth of the amount of sales. 
It is not quite there yet. I was going to bring that out a little later 
on in relation to this proposed law. ; 

Now, I was on the contribution by the three interested parties. 
The first was the employer. As I say, he has a real interest in it. 
The second one is the employee, and the omployeo’s interest in the 
insurance is obvious, because he not only gets all the benefit from it 
but his sense of ecourity. is greatly enhanced, and he certainly can 
contribute. The third is the taxpayer, and I think that particular 
interest is very definite these days, when the taxpayer is handing 
out, either through voluntary contribution, as he did a year or two 
ago, Or through taxes, for unemployment relief paid for by the State 
and Federal Governments, huge sums of znoney: 

In addition to that, when all three are contributing financially you 
are likely to get a greater interest in a fair administration of the law. 
If the employer is contributing, as he would under any taw, he is 
interested in seeing to its proper administration. If the employee is 
contributing, he is going to iy to seo that fraudulent claims are not 

ut in and he will try to see that the premium is kept down. If the 

tate is doing it, the State is going to pass laws and have an adminis- 
tration of a type that will be most efficient. It is therefore desirable, 
as I see it, to have all three interested parties contribute premiums 
to the insurance fund. | 

Now, the next thing is a quick start, but that without hurt to 
business. I think the advantages of a quick start in building up such 
a fund are pretty obvious. We ought to get going on a thing like this 
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just as quickly as we possibly can without hurting the recovery. But 
in getting them started it is equally obvious that the initial stages of 
this particular law are heavily deflationary, that for a while costs are 
being increased heavily without 1 cent being paid out of the fund. 
That will be so certainly for a period of at least 6 months, in which 
there will not be a cent paid out, and it will probably be a year until 
the fund is built up to such a condition in any State that payments 


should be made out from the fund, and during that period every cent. | 


ving 1 cent addi- 

tional purchasing power in the country as a whole. I think we haye 

to remember that, that the initial stages of such a law are heavily 

defladonary although when once the fund is built up, then the regular 

working of it will be in the long run neither inflationary nor dofla- 
onary. 

Mret Cocuran. Will the gentleman yield? 

Mr. Hurzver, Cer aly 

Mr. Cocuran. The bill before the committee provides that un- 
employment insurance shall not commence until July 1, 1935. Now, 
in your opinion, would a law providing for present payments not be 
detrimental to the recovery? 

Mr. Hutzier. Well, of course, if the recovery is poinplete by July 
1, 1935, which I would love to seo—I was going to discuss that a 
little later when I discussed the specific law instead of general princi- 
ples. If the law were complete by that time it would still act as a 
cesavonety tax, put on as one lump sum. I would prefer to bring 
that up a little later. . : 

Mr. Cocuran, Just go ahead in your own way. 

Mr. Hurzzer. Now, the last principle that I put down there was 
that within any one section that this operates vhe nergy ment 
insurance fund should be State-wide or section-wide and not be 
limited to any one industry. 

Now, of course, we always think of unemployment at the present 
time, or a great many of us do, in relation to this cyclical unemploy- 
ment, so that whether it is State-wide or industry-wide would. not 
make a great difference. But as far as unemployment created by 
cr Oe of style, unemployment created by technical advances, that 
will bear heavily on some one industry, and you cannot tell when it 
is going to bear on that one industry. And it seems to me to be just 
as improtant to have a distribution of risk between the different 
industries in building up an insurance reserve fund as it is for a fire- 
insurance company to have a well-distributed risk, in different classes 
and different sections, so that a conflagration in a particular section 
would not be disastrous. ; 

Mr. Lewis, Now, as you read this measure, would the State legis- 
lature be inhibited from establishin such general institutions? 

Mr. Hurzter. No; I do not read it that they would be inhibited 
at all. I am just trying to get my purely eneral ideas of what is 
necessary—I do not know whether this is of interest at all. I may 
be just wasting the committee’s time. ; ; 

Mr. Lewis. No. The subject becomes highly technical, as all 
other subjects do in application. Now, what is your view as to 
whether the bill would prevent the legislatures from adopting this 
view that you are presenting? 


paid in premiums is a cost on production without g 
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Mr. Hurzver. As I read the bill, it melee prevents nor instructs. 
As I read this, it is left entirely to the individual State legislature. 
Am I right there? 

Mr. Lewis. That is the intention, i 

Mr. Horzzzr. That is the intention of the framers of this bill. 

_ Now, just a comparison of the bill with these four principles, As 
far as it eing Nation-wido, it certainly cheexs, because this thing will 
~ force a Nation-wide application of it. As you say, it is exactly the 
same type of thing as the tax on a State bank, which is a tax not to 
be pollected but to causé or prevent certain other action. So that 
agrees there, 
Now, aa fat as the second principle is concerned, that is a contribu- 
tion by the three interested parties. At this point I won't discuss 
whether the eventual rate should be the initial rate, but I shall just 
discuss the reasonableness of the eventual rate. Five percent for the 
employer alone seems to me too high, as 5 percent for all parties 
should be sufficient to build up an unemployment insurance reserve 
for all style and technical needs, and still leave enough growth so that 
we will have a large sum left over for the next cyclic depression. 
It is so high, that 5-percent rate for the employer alone, that, al- 
though the law does not prohibit additional contributions to be levied 
‘by the State on the employees, or contributions by the State itself, 
it distinctly discourages, and in real practice prevents, the levying 
of any premium on these other two interested parties. It seems to 
me that that eventual rate, whether it is an initial rate or not, is too 
h for the employer alone. Now, although eventually the em- 
ployer’s contribution could be cut down by savings effected or by 
experience, it can only be cut down to the amount of the difference 
in reduced tax between what he had paid at one time and the saving. 
In other words, he must be compelled to pay up to 6 percent, roughly, 
and then let down. And it seems to me that would practical M 
eliminate contributions by employees and by taxpayers, and I thin 
that that is a weakness in the bill itself. 

The third is the question of the fair start. I do not think that the 
actual date of July 1, 1935, is too early if the start is to be gradual. I 

hink it is much too early if the full force is to come on at the first 
blow. I would rather see oa start a few months earlier than that, ona 
graduated scale. I think the important thing is to get the principle 
established and to make the shock to industry and to labor—because 
the same for both—as gradual as possible. 

Putting a 6-percent tax on, I think the Secretary of Labor cal- 
culated, would mean 1 percent in the fei product. Now, just the 
figure if gave you before, where-in the fast stage distribution, the 
pay roll is approximately 20 percent; not quite, but it is almost 20 
percent, that would mean 1 percent. more in the last stage alone. It is 
too much. We are moreanng prices rapidly without increasing pur- 
chasing power when we are doing that. I would rather seo a quick 
start and then build up the rate from yoar to year. 

, May I use the analogy of a city that has a river of clear water run- 
ning nearby that has ample flow for the city’s use for a period of a year 
and at times has a meager supply and at one of those times the 
engineers project a reservoir to be installed at a new site. That is 
done quickly, but we would not pump water into that reservoir until 


° 
eee 
venta 


UNEMPLOYMENT INSURANOE 241 


the flow of the river is big enough to take care of the normal needs of 
thecity. That is the situation here. 

I think that rate should bo lower and should be graduated. In 
the proposed Maryland law, which, as I say, was not passed because 
it was believed to be too burdensome, there were provided rates which 
came up to 4 percent, and actuarially they thought that would take 
care of the fairly large benefits provided in that law. 


Now, there is one other question that was brought up by the ---- -. 


previous witness and that was the method of descemng she tax, and 
also the premiums for insurance, that is, on pay rolls, Now, I am not 
a believer in putting any handicap on the use of labor-saving ma- 
chinery. At the same time, I do not see why we should place a bounty 
on tho use of labor-saving machinery. 

_ I think we could develop a method of paying tho premium of the 
insurance on output instead of pay roll. We could take the average 
of the pay roll to the output of each industry in a particular base year, 
which the Census Bureau has already collected. If the tax we wish 
to collect is a 2 percent tax and in a particular industry labor is half 
of the output of that industry, then a 1-percent premium on output 
would give the same rate for the industry as a whole and would put 
neither a penalty nor a bounty on the use of labor-saving machines. 

I think that if, as in the present draft, there is a 5-percent bounty 
on these labor-saving machines, many an employer who would not buy 
machinery to make a 1-percent saving on account of the amount of 
additional capital which _would be necessary in his business would 
definitely buy that machinery if the saving were 6 percent, and you 
see the aun on pay roll alone would make the differential that 

reat. I think for that reason it would be well if, though primarily 
ased on pay roll, it would be worked out on output as a basis of 
premium. 

Mr. Lewis. The output in the case of a department store being its 
annual sales? 

Mr. Hutzer. In the case of a department store, its annual sales, 
In other words, if in a certain year, for the industry as a whole, we 
should happen to have a pay roll of 19 percent and that was the year 
taken, if the whole industry had that particular pay roll, you would 
take nineteen one hundredths of the output, and that would be sta- 
tionary, no matter how much or how little labor-saving machines were 
brought in, and would only be changed by the changes made in the 
premium rate of the industry, due to stabilized conditions. 

Now, the fourth thing was the question of whether industr funds 
should be allowed or whether it must be State-wide in the application. 
I think we have fully discussed that. I would like to see encourage- 
ment as far as possible of a State-wide fund, for the reasons that I 
have stated before. 

I have not the technical knowledge to go over the bill and comment 
on its various features the way the previous witness did, but there 
was one clause that F am interested in. It seemed to allow labor 
unions to strike or to put up conditions that would not be met and 
then allow the men who were on strike to collect benefits. If that 
is true, I think it is most unfair. I do not know whether I read it 
rightly or not. ; ; ; : 

Mr. Lewis. I think that is not the intention of the bill, sir. 
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Mr. Hurzver. I see. I did not know. Neither did I understand 
the prohibition agaitst private insurance companies. I do not see 
tie pareulae reason for that. . 

r. Lewis. Let us have a jittle discussion of that parsioulsr ques- 
tion. What I am saying is without prejudice to the operation of 
these companies, and my data is very, very old indeed. It Boee back 
_.to the Hughes’ investigation. I remember looking into the life-insur- 
ance statistics at that time and, as I recall, the four larger companies 
showed an expense element of about 25 percent of their premium 
al de - One company, I think it is not unfair to name it, the 
Northwestern, was as low as 16 percent. 

- Some years later I happened to look into a volume of statistics for 
_ casualties in connection with workmen’s accident compensation, with 
which I-had some experience about 30 years ago in the Maryland 

pnate, and the ratio of the benefits paid out, that is the achievement 
of function, as I recall, was at that time as low as 20 percent. In 
other words, the charges were four or five times as great as the 
benefits realized by the victims of accidente. The thought is that, 
in the natural instinct of the company to protect its funds, it cariies 
its defensive measures to an extravagant point, until the economy of 
the institution itself utterly fails. ‘ 

' Mr. Hurzver. Well, is that true in recent experience of workmen’s 
compensation insurance companies? For instance—I mean it 
would seem to be much fairer—— 

Mr. Lewis (interposing). I want to hear your statement on the 
subject, Mr. Hutzler, because you have recently been in it, I think. 
I do not know the present situation. 

Mr. Hurzuer. No; I have not been in it to that extent. It would 
seem to me that, simply as an insurer, that the thing would be, rather 
than prohibit these private companies, to prohibit the elimination of 
mutual companies. I mean there is an attempt made sometimes to 
eliminate mutual companies. I think as long as you have the mutual 
companies in existence in the State, or the State fund itself competes 
with the private companies, they have to keep their rates and their 
methods down with those mutual companies, and those mutual com- 
panies do operate and do effect a great many savings; and I 
they are very good yardsticks as against the private companies. 

I do not think that in a Nation-wide law we should say that a 
porate company should not remain in the insurance business, although 
t is a new type of insurance. With these mutuel companies to a 
very considerable extent, I think the best thing is to see that they are 
not prohibited instead of prohibiting the other type of companies. 
think it is a much better type of clause to put in. 

Mr. Lewis. In one of the States apply the principle to 
employers of as few as three employees. Well, manifestly the State 
could not look to an individual employer of three employees as pre- 
peer an adequate sanction for the reserve. I doubt whether it 
could look to the e:.iployer of as few as 10 employees as supplying an 
adequate ‘sanction for the carrying of a reserve. These are benefits 
that are limited to some 10 weeks. A company sends out its agent to 
investigate whether Smith’s claim, that may run into 10 weeks, is to 
be paid. Why, the administrative expense in investigating that 
particular claim might run as high as the benefit itself, if it were paid. 
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Mr. Hurzier. Personally, I think it might be very well to have the 
entire insurance in certain States in State-wide funds. That might 
be very well to try as a contro} against that in other States, with 
private and mutual insurance companies. But I do not see the 
necessity, in a Nation-wide law, of prohibiting insurance comp 68, 
It may develop later, administratively, that itis bad. It may develop 
that the States having State-wide funds aro having better experience 
than those where the legislature has thought it wise to go to private ~ 
and mutual insurance companies. I just think it is a detail that is 
not necessary in a national law. I t if we eee out conténtious 
details and do not get all the insurance companies down on this law, 
I think we have a much better chance. __ 

Mr. Cocnran. In the State of Pennsylvania compensation risks 
are permitted to be carried by private companies as well as in the 
State insurance company. - 

Mr. Hurzzer. Well, so it is in Maryland also, and I see no reason 
why that should not be continued until experience has shown it to be 
unwise. I do not see why that particular clause is necessary in this . 
general enabling act, so tospeak. This is an act, if you want to state 

he bare truth, that is designed so as to force the States into unem- 
ployment-insurance laws. I do not see the necessity of that particular 
clause in such an act. . 

Mr. Lewis. I am very glad indeed that you have discussed this. 

Mr. Hurzuer. If there are any further questions I will be glad to 
answer but I have no prepared notes. 

Mr. Lewis. Thank you very much. 

Mr. Hurzver. Thank son very much. 

Mr. Lewis. It is a real contribution. 

Is Congressman George T. Darrow here? 

Mr. Darrow. Yes, sir, : 

Mr. Lewis. I believe you wish to introduce a witness? 

Mr, Darrow. Mr. Roger F. Evans is here to speak for the Phila- 
delphia Chamber of Commerce, and there are a number of officers of . 
that body here. Mr. P. H. Gadsden, the president of the chamber 
of commerce, and various other officers are here. Mr. Evans will be 
pleased to speak for the chamber of commerce. 

Mr. Lewis. We will be glad to hear from Mr. Evans. 


STATEMENT OF ROGER F. EVANS, MANAGER, INDUSTRIAL 
RESEAROH AND DEVELOPMENT BUREAU, PHILADELPHIA CHAM- 
BER OF COMMERCE, PHILADELPHIA, PA. 


Mr. Lewis. What are your relations to the industry, outside of 
your relations to this commercial organization? 

Mr. Evans. At the present time, none. For 13 years I caine up 
on the management side of a large silk-manufacturing concern, the 
latter part of which I was vice president in charge of their raw silk 
buying in China. That experience, and perhaps the perspective 
which it helped to give, led us to believe that it was time that business 
became concerned with forces outside itself; and it led us to hope that, 
when the opportunity afforded, that we might enter into that form 
of semipublic service. ; i 

So about 3 years ago it was my privilege to come down to 
Philadelphia with Mr. Morris E. Leeds, who, as you know, has been 
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very prominent in that field, and for 3 years I was executive secre- 
a of the so-called “Permanent Committee on Unemployment”, 
endeavoring to give some continuity and effect to the program for 
stabilization which we have in laps page The understanding was 
that I came only until such time as the work found its root in the 
community. It has been taken over by the chamber of commerce 
last fall, and I am now the manager of the so-called “Industrial 
; Research and Development Bureau” operated by the chamber. 

Shall I proceed? 

Mr, Lewis. Yes. 

Mr, Evans. Mr. Chairman and gentlemen of the committee, we 
should:like, first, to submit, for your information, and for your record, 
if you desire it, this study of unsmployinent reserves and systematic 
‘relief, issued by the Philadelphia Chamber of Commerce a year ago. 
In some quarters it has been called as thoughtful, as thorough, and as 
constructive a statement as has yet been made by any such group 
of business men and industrialists in this country. 

Mr. Lewis. You have a number of copies of this study? 

Mr. Evans. Yes. ; 

We do think that it evidences a degree. of understanding and 
sympatl\y with the principles and objestives of unemployment 
resorve legislation which you may not have come to expect from 
employer groups and which, by the same token, may entitle their 
present views to your careful consideration. = 

The same permanent committee on nem ployanent has prepared 
this statement on this Wagner-Lewis bill now before your committeo; 
and, by request, I now submit it as the position and recommendation 
of the Philadelphia Chamber of Commerce. 

The Permanent Committee on Unemployment, believes that all 
employers shonld thoughtfully direct their attention to House bill 
7659, which proposes to stimulate compulsory State systems of 
unemployment reserves by 8 Federal excise tax of 6 percent upon 
. employers’ pay rolls in those States where such compulsory systems 
do not already exist. 

The Philadelphia Chambor of Commerce has clearly stated, in a 
special report made in 1933, its constructive attitude toward the 
general subject of unemployment reserves and supplementary relief, 
as follows: 

First. Employers are confronted with a major social problem in which they are 
under pressure to secure information and results simultaneously—ends that can 
be attained best under our competitive system by starting along as wide a front 
and as uniformly as possible, preferably with simple, moderate, and flexible plans. 

nd. If progressive employers are desirably to influence the handling of this 
problem that concerns them vitally, they should. take the leadership promptly by 
developing adequate voluntary plans of their own, and by guiding into the same 
sound channels the legislation now indicated and ultimately needed to protect 
them from lagging competitors. 

Third. The integrity of reserve plans should be fortified by securing an ade- 
quate supplementary program of public and/or private relief to carry the residual 
burden which properly belongs to society. 

Nevertheless, because of the seriousness and magnitude of this un- 
sapoy ment problem and the need of meeting it in a sound, orderly 
and effective way, the report recommended that presipitele and pre- 
mature proposals for pump loymen’ reeve legis! ation 


e discouraged, 
but urged that the 1933 


ennsylvania State lature provide for 
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the appointment of a State unemployment-reserves commission, 
thoroughly mopresentaive of the parties in interest, furnished with 
sufficient powers and funds, and instructed to canvass the situation 
with care and to recommend to the next regular session of the legisla- 
ture whatever appropriate action seemed necessary to meet the need. 

- The commendable points of the bill from the standpoint of industry 
in the absence of significant action in this direction by the severa 


States, the Federal proposal is now brought forward. Itisaddressed _ 7 
ie Paceiing to iinites 4 t 


to the necessity of veeng to a egree, but systematically 
and upon a broad front, with the abe omnes and relief of unemploy- 
ment at its point of beginning. By its national approach, it would 
tend to avoid the competitive handicaps upon industry that single 
State action, taken at varying times, would impose, At the same 
time, subject to minimum requirements specified in the Federal law, 
it would leave tho States free to devise systems appropriate to their _ 
individual conditions and to thus provide shock absorbers which 
would add much to the rat and stability of the industrial machine. 

Tho weaknesses of the bill are that the prerequisites not met and 
that initiation is ill-timed. For there still remain many serious prob- 
lems whose workable solution is essential to the successful functioning 
of any such Nation-wide system as this Wagner-Lewis bill aims to 
secure. These include questions which inevitably arise from causes 
such as the great area of our country, the ayer of industry and 
population and the conflicting interests of the 48 States. the lack of 
continuity existing in our form of Government; and our serious 
widespread lack of civil service or equivalent seepuete prerequisite 
to the impartial administration of a system which might otherwise 
be perverted to the dispensing of political favor and patronage. 

here is the whole field of legal and constitutional questions, to say 
nothing of the economic hazards involved in the exemption of certain 
kinds and/or sizes of enterprises or the leck of such exemption. 
Moreover, since economic and political subdivisions seldom coincide, 
the forcing of minimum legislation on the States under such heavy 
penalty would still leave for precipitate readjustment the complicated 
economic relationships determined by factors like the widely varying 
labor content in different classes of industry, the competition of 
substitutes, and the mobility of labor, as well as administrative 
problems Ike the development of comprehensive and reliable facts, 
ntegration with mature employment and relief services, uniform 
definitions, the quantities of reserves needed for industries of different 
degrees of irregularity, and a sound program for the investment o 
these reserves. 

But, above all, it must be remembered that our main task is to put 
the unemployed back in gainful employment and that this will occur 
and continue within our present system only when conditions again 
enooltage employers and investors to take reasonable new forward 
risks in business. At best it would seem untimely, by adding further 
to the costs and uncertainties of industry, to endanger and postpone 
at this critical stage the very recovery that alone can produce the 
proposed reserves. 

or, in the last analysis, the costs being incurred and proposed can 
be paid only out of the returns from production, and, socially desirable 
as more even distribution of the national income may be, it is clear 
that to the average working man no other immediate benefit can 
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porapare in importance with that of securing reemployment in private 
industry. 

The authors of the present bill, if we understand, indirectly ac- 
knowledge this fact. as well as the unpreparedness of industry to 
shoulder added cost burdens at this stage, when they defer until next 

ear the effective date of the tax and describe the bill as a device for 
aying up in good times reserves to be paid out in ensuing bad times. 
By the same reasoning, it follows that the burden of unemployment 
. during the present depression must be carried by our present relief 
nee) with such improvements as can be made in the existing 
system, . . 

In brief, it seems clear that the immediate enactment of such legis- 
lation is unnecessary; that there is grave danger that it would retard 
the very recovery and steadying of scapoy mene that it ought to pro- 
mote; and that time could be spent to much better advantage in reduc- 
ing in advance the practical problems of adaptation which lie ahead. 

Our conclusions and recommendations are, therefore; 

First. Without receding in any degree from our commitment in 
favor of an adequate, pre-planned, and properly timed American 
system of unemployment reserves, we hold that 1t would be unwise 
to impose upon industry at this time either the fact or the threat of 
the additional costs that the Wagner-Lewis bill would entail, lest 
such action paralyze even the slight upturn now indicated. 

Second. We recommend that, instead, while relief protects those 
unfortunately unemployed and recovery shows rae Pay signs of an 
advance, that the time be utilized by creating a Federal commission, 
comparable in its broad representative character and ability to the 
recent Royal Commission in England, with a mandate thoroughly 
to explore the problems involved and to prepare the sound and con- 
sistent program of legislation, including standards and admin‘strative 
machinery and procedures, prerequisite to any equitable and efficient 
system of unemployment reserves. 

That is, in brief, the statement of the Chamber of Commerce of 
Philadelphia. 

Mr. Lewis. If you have any statement of your own, just proceed. 

Mr. Evans. J wish to add, if I may, that the chamber recedes not 
one jot from our commitment to the principle of reserves, properly 
planned and properly timed. 

Whatever the rate may be, however, it does oppose the enactment 
of such a bill as this at this time as untimely and pats, because 
the great bulk of our problems of adaptation still remain not only 
unsolved but virtually untouched. It is untimely because, by general 
agreement, it would accumulate reserves only for the next depression, 
and so could not help thoso now in need. It is untimely because, 
despite the fine start made by the Federal-State employment service, 
we lack, and shall not have for a long time yet, a machinery strong 
enough to-integrate and carry such responsibility along with comple- 
mentary shock absorbers like pensions and relief, or a machinery 
sufficiently under civil service to provide even elementary protection. 

Finally, it is untimely because, in view of these facts and a real 
concern over such stern realities as the continuing price disparities 
between industrial and agricultural products, so many real friends of 
reserves have come in all seriousness to believe it unwise to impose on 
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industry higher costs and more reform before we are surer of the 
recovery which alone can sustain it. 

We are Pode | however, to be classed with those who only object 
and say “No.” herefore, the Philadelphia Chamber of Commerce 
proposes, while present measures protect those unfortunately unem- 

loyed and recovery shows hopeful signs of an advance, that the time 

e utilized by developing that employment service, under civil service, 
essential both to any system of reserves and to any fundamental attack 
on unemployment, and by creating a real Federal commission with a 
mandate thoroughly to explore the problems of adaptation and to 
prepare the sound and consistent program of legislation, including 
standards and administrative maaehinery and procedures, prerequisite 
to any equitable and efficient, system of unemployment reserves. 

Mr. Lewis. Mr. Cochran, have you any questions? 

Mr. Cocuran. I have no questions, Mr. Chairman. 

Mr. Lewis. I suppose you are familiar with that poem by Senator 
Ingalls, Opportunity. 

r, Evans. I think not. . 

Mr. Lewis. I am not familiar enough to quote it. 

Mr. Cocnran. It begins ‘Master of human destinies am I” and 
then it ee on to say “If I knock at the door and the door is not 
opened, I pass on and never return.” 

Mr. Lewis. Well, I ought to say frankly that some of the law- 
makers apply the Ingalls’ law to this situation. Woe have had fre- 
quent reference to an old simile about not mending the roof when 
the sun shines because it is obviously unnecessary, and not doing it 
when it rains because it is not a very practical procedure. 

Mr. Evans. I hope, sir, that we would not be grouped with that 
sort of thinking. I would wish that our proposal would not be con- 
sidered in that light. 

Mr. Lewis. Well, we know something about the chemistry of 
human nature, Mr. Evans. There are, it is true—if I seem too 
solemn in this statement I trust you will pardon me—there are, it 
is true, thank God, some noble pioneer spirits like the Mr. Leeds, 
to whom you referred, who, even when their labor was not thinking 
of this or caring about it, or labor organizations for that matter 
looked out upon this field of human relations and said: “When I 
take care of my stockholders by reserves, should I not ulso think of 
these laborers?’? Upon his own initiative he proceeded, and he took 
the initiative. But, as I recall general reading on this matter, not 
more than 110,000 employees up to dato have been covered by these 
voluntary proposals. Now, I take it that you would concede the 
necessity of compulsory action here upon the part of the national 
Iawmakers and the State lawmakers. ; 

Mr. Evans. Would you like me to read from this report on that 
subject? 

r. Lewis. Very well. 

Mr. Evans (reading): 

Out of such consideration your committee has found no reason to change its 
contention that the only fundamental cure for unemployment is work. But it has 
found convincing evidence that a sound system of reserves is needed to cushion 
such unemployment as constantly exists in greater or less degree, and that the 
voluntar. epprosch to meeting industry’s due share of that responsibility is 
entirely inadequate to the need. It is true that voluntary plans offer certain 
advantages, but experience shows that conditions now, and the pressure of com- 
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petition at all times, check individual action. It is therefore the unanimous and 
deliberate judgment of your committee that State-compelled reserves for unem- 
ployment will be necessary in order to meet the situation adequately and are 
ultimately inevitable. ; 

Mr. Lewis. We might differ as to whether action should be taken 
July 1, 1934, July 1, 1935, or July 1, 1936. But do we differ as to 
the occasion being presented for action now, when the nation is 
conscious of its obligation, whether the efficacy of the action be post- 
poned a year or 2 years? 

Mr. Evans. I think the statement I have made is that in principle 
and objective there is no disagreement. ‘The disagreement is on the 
question of time, for the reasons stated, that these same men, who 

rafted and passed on this report, now feel, in the light of interim 
developments which we regard as very critical or very serious—such 
as the economic disparities between prices, for instance, or the rising 
costs to which the previous speakers have attested—that the imposi- 
tion of additional costs, or the threat of additional costs, at this time 
would 6 unfortunate; and that, therefore, it is much more important 
at this time that we should have a little recovery, which alone can 
sustain it, than too much reform, which might kill the very seed 
that we wish to riourish. 

Mr. Lewis. That would be a difference of opinion between the law- 
maker, thinking of his opportunity to meet this social obligation, 
and sen Henen of your chamber, as to the timeliness of imposing this 

urden. 

Mr. Evans. I think that is probably a fair statement. 

Mr. GapspEN. May I interpose a question there? 

Mr. Lewis. We will be very glad to hear from you. 


STATEMENT OF P. H. GADSDEN, PRESIDENT CHAMBER OF COM- 
MERCE, PHILADELPHIA, PA. 


Mr. GapspEen. Mr. Chairman, as I understand it, this bill provides 
that it shall go into effect on July first by accumulating a reserve, and 
then actually be in effect a year after that. Now, suppose this re- 
covery that we are all talking about and hoping for does not arrive 
or that it comes much slower than we anticipate, and we come to that 
period still in the red: from what are we going to set these reserves up? 

There is no flexibility about the provisions of this bill. There is no 
provision to postpone the operation of the act unti) such timo as in- 
dustry has again gotten on its feet. Moreover you can see from this 
report that you have here plenty of men who are absolutely in sym- 
pathy with the principle of the proposed legislation, that. we come 

efore you with a record favoring it, but say that, in our judgment, 
you are going about it the wrong way, too precipitately. We started 
this thing before you did. Wo jumped this rabbit before you started. 

Mr. Lewis. Not before I did. 1 am an old offender. 

Mr. GapspeEn. I am speaking of the Congress. Therefore I say 
surely our judgment is entitled to serious consideration. 

Mr. Lewis. Very serious consideration. 

Mr. Gapspen. And we feel that your proposed act would militate 
against tho very thing you want to bring about. 

Mr. Lewis. And suppose that the Committee were to find that, 
instead of a 5-percent tax, a lower tax would suffice? 


UNEMPLOYMENT INSURANCE 249 


Mr. GapspENn. That would not meet our criticism. We are not 
here, as I understand, criticizing merely the percentage, although we 
think it is entirely too great. Our point is that to impose this burden 
at this time, when industry is just struggling to get on its feet, is going 
to still further retard the very recovery which is necessary to create 
these reserves. That is the basis of our opposition to these provisions. 

We have just come from another hearing, of the Wagner Labor 
Board, Now, if you keep on piling these things upon industry, where 
are the reserves going to come from to protect these things? You 
are going to stop the very recovery necessary to produce this reserve. 

e are in thorough sympathy with the Bases of this bill and we 
believe that the proper thing to do is to follow the example of the 
English Parliament and set up a commission to study all the phases of 
this thing. It is easy enough to talk about setting up reserves, but 
it is a very highly complex situation that must be dealt with. Our 
report refers to the fact that the administration of it is not to be pro- 
tected by civil service. Now, are you going to throw this open to a 
lot of politicians to play with to suit their own advantage? 

Those are serious questions. We are here as industrialists, repre- 
senting the business of this country. We are thoroughly in sympathy 
with the purpose you have in mind, but we are warning you against 
be cipitate action. . oe 

Mr. Lewis. I think I am not misinterpreting either Mr. Swope or 
Mr. Leeds; from their testimony I got the impression that if the tax 
were not made higher than they conceived to be necessary, say a 
tax such as that in Wisconsin, that their objection to an immediate 
application would not be serious. 

Again, some other witnesses before the committee, who held this 
point of view so very well presented by acu netemen this morning, 
said not that the whole procedure should fail but that the time of the 
going of the act into effect should be determined by proclamation of 
the Chief Executive, to be based upon certain price and industrial 
indexes which are now of serviceable value. Would the proclamation 
method meet your objections? 

Mr. Evans. May I ask: Did Mr. Leeds so testify? 

Mr. Lewis. Who? 

Mr. Evans. Iasked: Did Mr. Leeds so testify? ; 

Mr. Lewis. No. He did not refer to the proclamation method. 
What he seemed to be concerned about was the size of the tax. 

Mr. Evans. May I say, Mr. Chairman, that personally I have 
always regarded the figure of a 5-percent tax as a purely bargaining 
figure, because, as a matter of fact, we do not think of slapping on a 5- 
percent tax without regard to the other elements involved. So we 

ave said in our statement here that, whatever the rates are, we feel 
that there aro other very real problems involved, those which have 
been outlined, a paragraph at. a time, here, in very voncise language, 
eel ve think, from an industrial angle, should be very thoroughly 
explored. 

And may I say that I am one of those who feel that we should 
rogress by evolution; and that, in this evolution, in the matter of 
egislation which so vitally concerns our whole industrial structure, 

the leadership and cooperation of industry is necessary to make 
sure that those problems are worked out in a practical way, by some- 
body who knows how those things work out in practice. ‘That is 
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not passing the slightest judgment on the lawmakers, but wé do 
feel that a very thorough investigation of this subject and a run- 
ning down of what these factors amount to in a country the size 
of this, with its conflicting intereste and its rapid changes in economy; 
which lead to rapid developments of substitutes, is highly important: 
I assure you, sir, that this is not a Fabian policy; it is not stalling. 
Rather, by placing emphasis on the beginnin and end of our state- 
ment, I should like to point out that it is and is intended to be con- 


- gtructive. — 


Mr. Lewis. Mr. Evans, somebody or some institution will have 
sometime to make the decision as to the time of application of this 
act. Chambers of commerce might differ about it, although thoy 
would speak, of course, with great persuasiveness. Can you thin 
of any authority likely to make the decision with more responsibility 
than the Chief Executive? . 
- Mr. Evans. I should not go into that question, sir. i think we 
have had experience, for instance, in Wisconsin. We.have had ex- 
perience in New York. The suggestion is that Spee get a commitment 
to the principle and have it go into effect if and when poy rolls come 
up to a certain level. But I have been told while this was under 
discussion, by friends of the measure as it stands, that such & measure 
might be politically inexpedient because it an pass over into 
another party. The existence of such a sword of Damocles hanging 
over industry would be unfortunate. ahs : 

Mr. Lewis. That would leave that decision to nobody, nowhere. 

Mr. Evans. What creates these reserves except production and the 
functioning of private industry? 

Mr. Gapspen. Mr. Chairman, may I call your attention to the 
fact that our report, in order to meet that objection, has recom- 
mended that a thorough study be made by a commission which, 
among other things, would roport when, in its judgment, the in- 
dustry of this country is in a position to stand this additional im- 
position , 

May I also add my own personal viewpoint, that any plan of this 
kind, to be successful, in my judgment, should be a contributory 
plan? I donot believe that you can get American industry to accept 
this burden vlone. . 

Mr. Cocuran. Will the gentleman yield there? 

Mr. Gapspen. Certainly. ; 

Mr. Cocuran. Contribution in how many ways? That is, the 
employee and the Government-—would you make the Government a 
contributor? . 

Mr. GapspEN. The Government is necessary only in the case of 
default or deficit in the fund. I think there should be some fair 
basis and proportion, which I have ‘not studied. The employee 
should be required also to contribute, not only to his enppert when 
he is out of a job but to the support of his associate when he is out of 
a job. Itis a social obligation. ; 

Mr. Lewis. I am frank to say that if I were a member of my own 
State legislature of Maryland again when this subject came up, 
your point of view would have a very, very earnest advocate, but it 
is our view that under this bill that kind of action may be taken by 
the legislature; that we have protected it in that situation. 


UNEMPLOYMENT INSURANCE 261 


Mr. GapspeEn. May I follow that, then? How would you figure 
the contribution of the employer? if part of that fund were not paid 
by the employees, then the employer would have to contribute that 
much greater amount than he would in some other State. 

Mr. Lewis. Are you thinking about the 6-percent tax? 

Mr. GapspeEn. Or 2 percent or 3 percent. 

Mr. Lewis. But there are variants in the application and the 
benefits are restricted, I think, to 10 weeks. Then the employee is 
off tho list, without regard to the human situation. He must have 
been in the employ a certain prescribed time before he can file his 
claim. There are variants in which any contribution likely from the 
employee would be well taken up, so that I think the objection is a 
provisional one, 

Mr. Evans. Mr. Chairman, if I may add a word? 

Mr. Lewis. Yes. 

Mr. Evans. Perhaps I have not sufficiently stressed this, but 
I have lived with this problem day and night over long periods. Iam 
very earnestly concerned aboutit. It has been my lot at times also to 
have something to do with the rapid developinent of organizations 
to handle large problems, and I have seen at close range the operation 
of the Federal State employment office in Philadelphia, which is ono of 
‘the three in the country, and has very fortunately come into existence 
to handle the overload that the C.W.A. has put on it. But I think 
I can suggest how utterly inadequate that best of all public employ- 
ment offices in the country is to handle the machinery of such a 
program as this in 1 or 2 years. 

hat is only one aspect and here are about three pages of the 
roblems, which are very practical problems, which must be solved, 
if we are to solve the question. Itis not Fabian. It is asking for 
the appointment of a real Federal Commission, which we do not 
have very often, with all the characteristics and qualities which 
they have in the British commissions. 

Mr. Lewis. More than that, Mr. Evans, a commission giving com- 
lete devotion to the task, giving the subject all of their time, it is all 
ut impossible for the Members of Congress to give their subjects 

adequate attention. 
r. Evans. I think I understand that. I think that there we are 
not in the slighest disagreement, sir. 

Mr. Lewis. We thank you, gentlemen. oe ; 

We will meet and resume tomorrow morning in this room at 
10 o'clock. ; ; 

(Thereupon, at 12:40 p.m., the subcommittee adjourned to 10 a.m., 
Wednesday, Mar. 28, 1934.) 


UNEMPLOYMENT INSURANCE 


WEDNESDAY, MAROH 28, 1934 


Hovse oF REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE 
on Ways AND MEANs, 
Washington, D.C. 
The subcommittee met at 8 p.m., Hon. David J. Lewis (chairman) 
presiding. 
Mr, Lewis. Mr. Green, you may proceed. Will you please give 
your name and your relation ta this subject in a general way? 


STATEMENT OF HON, WILLIAM GREEN, PRESIDENT AMERICAN 
FEDERATION OF LABOR, WASHINGTON, D.C. 


Mr. Green. I am Mr. William Green, president of the American 
Federation of Labor. I appear here tonight as a representative of the 
American Federation of Labor in support of this bill, H.R. 7659. 

I think that in tho beginning I might, with profit, emphasize the 
primary purpose of the bill, as I understand it. I think it is found in 
section 2, That section reads as follows: 

(a) There shall be levied, assessed, and collected annually from every employer 
subject to this Act, for the taxable year commencing July 1, 1935, and for each 
taxable year thereafter, an excise tax measured by an amount equal to 6 per 
centum of the employer’s pay roll as defined in section 1 of this Act: Prottded 
‘Fhat sald tax shall be paid after the close of each taxable year and may be ald 
in quarterly installments, under suitable regulations promulgated by the Com- 
missioner of Internal Revenue with the approval of the Secretary cf the Treasury. 

(b) Any employer who has paid the contributions required of him under a 
State law duly certified under section 3 of this Act may credit against the tax 


thus due the total of the two following amounts: 
(1) The amount of contributions which he has actually paid during the taxable 


year under such State law; and 

2) The amount by which these paid contributions were less than his largest 
required contributions under such law in any previous taxable year. 

Now, I construe that to mean that the real purpose embodied in the 
bill, its chief objective is to promote the enactment of unemployment 
insurance legislation in the different States. It is designed to accel- 
- erate and promote the enactment of unemployment insurance legis- 
lation, either providing for the creation of unemployment reserves, 
as provided for in the Wisconsin act, or for the purpose of creating an 
unemployment State insurance fund. ; 

We feel that that is highly commendable, and that if this proposed 
bill is enacted into law it will serve as a distinct contribution toward 
the enactment of State unemployment insurance legislation. 

Theo years since 1929 have driven home to the public conscience tho 
horrors of unemployment in economic terms and in terms of human 
deterioration. Unemployment is something practically outside the 
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contro! of the individual wage earner. Economic and technical forces 
may change industry over night and wipe out the demand for skills 
that workers have acquired by decades of work. Depression such as 
we are still going through sweeps aside our normal! business arrange- 
ments as the uncontrolled forces of nature sweep aside the works of 
men. For such cataclysms we cannot make adequate plans, but for 
unemployment that occurs in normal years we have a definite obliga- 
tion to provide reserves to meet the needs of those for whom work is 
~ not available. 

More than three fourths of our population are dependent upon 
jobs for a living and are in distress within a very short time if the job 
is lost. ‘This latter group does not have large enough incomes to la 
up reserves for the emergencies of life, such as major illnesses, acci- 
dents, business failures, unemployment, old age. Society has to 
help individuals through the problems developing out of these emer- 
gencies. In giving relief we followed for a long time the haphazard 
policy of leaving the needy to find some individual able and willing 
to help them, but as we come to understand that the emergencies 
were usually completely beyond the control of the individuals, as we 
faced the issues and their implications, we realize that society must 
assume its obligation and put into effect a public policy for insurance 
against suffering due to such emergencies. Wage earners believe 
reserves for wages for the unemployed should be provided as part of 
our public policy. ; 

For three fourths of our people in the United States, unemploy- 
ment is a constant anxiety. Neary all the industries in which they 
work are so seasonal in character that even in our most prosperous 
years millions must expect anywhere from 1 to 6 months’ unemploy- 
ment, or even more. 

Records from our trade unions show that in 1928 13 percent of our 
entire membership were out of work for at least 6 months (that was in 
1928), and in 1929, 11 percent lost 6 months’ income. 

The immensity of this problem of seasonal unemployment appears 
when we consider the actual number affected. According to a careful 
estimate of unemployment each month in 1929, prepared by the 
Cloveland Trust Co., we find that even in our most prosperous year 
over 1,000,000 workers lost 6 months’ work and over 2,000,000 lost 
3 months. . 

Theso men and women, or the most part, are living so near the 
margin of subsistence that there is never enough to lay by in savings. 
Unemployment for even a few months can mean only one thing— 
hunger and want. Tho average wage in all industries, of which wo 
have records, was $28 per week in 1929. Thisis by no means a saving 
wage for a family, and millions, of course, earn far less than this. 
auey have to live from hand to mouth and when unemployment comes 
children aro undernourished, family upkeep is neglected, and debts 
accumulate. 

Records for a fow industries show this seasonal unemployment in a 
striking way. In building for instance, where we have trade union 
records covering the most prosperous recent years—1928 and 1929— 
unemployment never fell below 16 percont of the membership, and 
at Icast 25 percent were out of work for 6 months or more. | : 
-* Jn_1930, a year when unemployment was no greater than it often is 
n minor business recessions, 25 percent of the clothing workers were 
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unemployed for 6 months; that is, one quarter of the clothing trades’ 
workers lost half a year’s income. ; 

Scamen and longshoremen are another group for whom long periods 
of unemployment have always been part of the usual course of work. 
In 1930, union records show that nearly 30 Peron of our membership 
in water transportation trades lost 6 months’ work. 

In motion-picture theaters, stage employees and attendants are 
also reporting to us a very high level of unemployment. (That. seems 
rather strange, but it is nevertheless true.) In 1930 there were never 
less than 20 percent out of work, and unemployment for 3 months of 
the year ranged between 28 and 31.5 percent. 

This is the story shown by our union records: The Census of 
Manufactures tells the samo thing in a different way. For instance, 
records for 1929 for the automobile industry show that only 60 per- 
cent of the wage earners had a full year’s work. Out of the 471,000 
workers required for the 6 months of highest activity, 157,000 were 
dropped from the pay rolls for anywhere from 1 to 6 months. This 
was in the industry’s most prosperous year. 

Records for 1929, in other industries, show that thousands lost 
anywhere from 1 to 6 months’ work; in women’s clothing, 28,000; 
cotton goods, 23,000; foundries and mechine shops, 38,000; steel, 
50,000; and lumber, 40,000. 

Thus even in prosperous years there is a large reservoir of unem- 
ployed, who, for one reason or another are temporarily without work. 

‘heir number rarely falls below 1,000,000 and it often exceeds 
2,000,000. In depression it may reach five or ten million. 

To provide an income for these workers until they are able to find 
employment, the American Federation of Labor believes that wage 
reserves should be built up under Government supervision. Business 
has established the practicability and the wisdom of creating reserves 
to take care of obligations which are an uneven charge on tho industry, 
such as depreciation, dividends on capital investments, redemption of 
securities, purchase of new machinery. 

The same reasoning applies equally to returns on the investments 
which wage earners have in industry. Labor is an essential element 
in production. Production cannot be carried on without workers. 
These workers put their time, their abilities, their responsibility, their 
very lives, into the day’s work. That investment gives them a claim 
on the industry to which thoy are attached which constitutes an in- 
vestmeni in their job. To meet. their ebleauon to the workers at- 
tached to their pay rolls, industries should accumulate reserves to 
meet their payments to their employees at such times as wages are 
not provided from current income. 

Not only does this principle rest. upon justice to wage earners, but 
it is essential for the maintenance of economic business structure of 
which any company is a part. The business level depends upon those 
who buy. Prices of commodities, services, real estate, and so forth 
depend upon available purchasing power. If business can be assurec 
of purchasing demand freed from those irregularities due to unem- 
ployment which deprives large groups of income, retail business and 
at least production of consumers goods, can avoid sudden drops in 
activity which in turn throw many others out of jobs. 
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When the unemployed have a secure though smaller income the 
still can buy the essentials of life and the consequences to local bust- 
ness are definitely softened. With our present intricate interrela- 
tionships in business activity, whatever arrangement provides and 
sustains buying power in a local community helps the whole business 
Structure. 

Though individual wage-earner incomes are not large the aggre- 
tate is an important part of national income. In 1929 labor incorae 
was 65.2 percent of the total national income and in 1932 it was 64.5 
percent of tho total national income. | 

We believe the Wagner-Lewis bill is a measure that would help 
materially to that end by creating a financial incentive for the enact- 
ment of Stato legislation. If against a 5-percent excise tax on each 
employers’ pay roll credit should be allowed for Pome into State 
reserves which conform to standards enumerated in the measure, big 
iets would be given to State legislation. 

here is a widespread interest in unemployment insurance and 
legislation is pending in a number of States. This proposed measure 
might well be the impetus to favorablo action in some of these 
theasures. 

The American Federation of Labor asks that this measure be en- 
acted into law at this session of Congress. 

Now, Mr. Chairman and members of the committee, I feel that 
the imposition of the 5-percent excise tax is a reasonable exercise of 
congressional power in behalf of a most worthy project: _ it seems to 
me that taking into account the constitutional prohibitions which 
Congress is compelled to mect in the furtherance of social justice 
legislation, of this character, that we have at last hit upon a plan as 
provided for in this bill which will tend to encourage and promote 
a enactment of unemployment-insurance legislation in the different 

states. 

I think any reasonably minded man will conclude that such legis- 
lation is needed in order to meet the unemployment situation during 
normal periods. It is too much to expect that we could meet a condi- 
tion such as wo have been passing through during the last 4 years by 
the enactment of legislation of this kind. If unemployment-insurance 
laws were in effect in the different States, the probabilities are that 
the ontire national resources must of necessity be mobilized, as the 
aro now, in order to meet the distressing extraordinary situation whic 
prevails. But it can all be softened and perhaps you would tend to 
prevent it, if through the enactment of legislation of this kind we can 
constantly maintain in the hands of the masses of people a buying 
power which approximates at least their social needs. 

Now, I do not know that I can add anything to what I have said 
because I am stating, Mr. Chairman, in all sincerity, the attitude o 
the American Federation of Labor, arrived at after careful consider- 
ation. Wo have always belioved that it would be far better for our 
social and economic order if employment could be furnished the 
workers so that they could earn their living as decent, upstanding 
american citizons. We prefer that. We believe a man will maintain 
his independence and his manhood better if he is permitted to carn a 
living, but we have found from experience that we have not yet 
mastered our economic forces, so that we can maintain an economic 
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order which will guarantee and grant to the workers of the country 
even limited opportunities to earn a g. 

That being the case we are inevitably forced to this position: That 
industry must assume its obligation. And, after all, industry serves 
only as the instrumentality through which the cost of it all is passed 
on to the public, but industry must assume its obligation iar ihe 
pursuit of this plan, which bring to the workers at least a sufficient 
amount of income to take care of them during seasonal periods of 
unemployment. 

Now, Mr. Chairman, I will be glad to answer any questions that 
you and the members of the committee might ask, if you so desire, 

Mr. Lewis. Mr. Reed, have you any questions? : 

Mr. Reep. I think you have covered the ground which I had in 
mind, Mr, Green, but it seems to me that an employee who feels 
secure in his job will be a more valuable man to society, as well ag 
to his employer. Do you not think so? . 

Mr. Green. I should answer “yes” quickly to that; yes, sir. 

Mr. Reep. You think, looking at it from a manufacturers’ point of 
view—and I am not a manufacturer—but it seems to me that there 
would be a great saving in the turn-over in labor, which is of ver 

reat expense to the manufacturer. If a man feele insecure in hig 
job, he is naturally restless and worried. 

Mr. Green. Yes, sir. 

Mr. Reep. And the tendency is that he will be looking for some- 
thing better, always looking for security, and that leads to a great 
turn-over in labor. I understand that the figures of the turn-over 
in labor in many industries are extremely high. 

; iss Green. Very high in some. It is high in the automubile 
industry. 

Mr. REep. I know it used to be. I do not know about present-day 
conditions, because I have not given them any study. 

Mr. Green. Itis now very high. 

Mr. Rerp. So: that it seems to me that while you tax the manu- 
fucturer, at the same time that tax would not be very great whon you 
consider the saving in tho turn-over in labor. A man who is secure in 
his position is more valuable to the manufacturer. He cravessecurity 
more than any ono thing. He cravesit for himself and he craves it for 
his family. I think you will agree with mo that something of this 
kind, of a practical nature, that is workablo, would be beneficial along 
those lines. 

Mr. Green. Yes, sir. I did not f° into that phase of the matter, 
Congressman, because I presumed that it would bo presented to you 
by others, but that is a very important phase of the matter. I arn 
confident that a full return for the investment made by industry will 
come through the maintenance of a trained force. As you say, it will 
create in the mind of the worker a feeling of security. You know that 
counts heavily in the relationship of the worker to industry and to his 
job. Then it helps the family life. It relieves that terrible feeling of 
anxiety. If we could only create a social order, an industrial order 
an economic order, where a working man and his family depende 
upon him could enjoy the thrill of feeling secure, we would allay a lot 
of this terrible unrest which is filled with such grave social compli+ 
cations. 
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- -Mr. Reep. Then there is another point of view which interests mo 
very much. You take the workingman where he has no sense of 
security. That is known to the people from whom he buys a home 
or from whom he rents. 

Mr. Green. Yes, sir. 

_ Mr. Reep. If they think he is insecure and may be leaving his 
job at any time through unemployment, thoy naturally, as a practical 
proposition, charge him a higher rent or are apt to charge him a 

igher rent than they would if they had a man who is likely to be 
a steady renter and able to pay throughout a period of years. There 
is a stabilization factor in the community. 

Here is another thing: We are trying to encourage people to pur- 
chase homes in this country. A man, unless he has some sense of 
security, and who has to buy a home on eredit, no matter how casily 
the paynieote may be, he does not dare become a home owner. 

Mr. Green. That is quite true. You will find that in credit 
houses. They usually charge more for the goods they sell because 
they must cover up in their income what thoy lose through some 
customers who just cannot pay. I am sure thai if men were guaran- 
teed an income during periods of unemployment, it would tend to 
creato better credit for the working people of the country. 

Mr. Reep. That is the viewpoint I get from the testimony which 
I have heard here, or at least that has come to my mind. I have 
been very much interested in the facts which you have presented. 

Mr. Lewis. Are there any further questions? 

Mr. West. Mr. Green, I am interested very much in your state- 
ment, that you do not regard the 5 percent in this bill as being too 
high. We have had some statements made by witnesses who have 
appeared Lefore the committee that 5 percent would be too great a 
burden on industry. You feel that the purpose of encouraging States 
i i action is one reason for feeling that the 5 percent is a reasonable 

gure 

Mr. Green. Yes, sir. The 5 percent is on the pay roll. 

Mr. West. Cn the pay roll. So that it is not reflected at its full 
percentage. 

Mr. Green. It is not reflected at its full percentage. 

Mr. Wesr. That is, in the price. 

Mr. Green, Yes, sir. 

Mr. West. I know in different industries, because labor costs vary, 
that it is difficult to arrive at any avernge percentage that might be 
regarded as the labor cost. Is it fair to take any average figuro, and, 
if it is, what is it likely to be? That is, what is the labor cost likely 
to he of the total? ; 

Mr. Green. I am unable to say just now; but in Ohio, particularly, 
Congressman, you will recall that a committeo, of which Dr. Leiserson 
was the chairman, made a very exhaustive study of costs and filed a 
very interesting nnd most educational report. 1 did have on the end 
of my tongue what they concluded would be the cost based upon tho 
payment of certain benefits ovor certain periods of time to industry 
in Oe: but it was surprising to me because it was so comparatively 
small. 

Mr. West. Yes, sir. I got that impression also. 

Mr. Green. Yes, sir. 
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Mr. West. I have the report of that commission, but unfor- 
tunately we have been so busy lately that I have not gone into it 
thoroughly as yet. 

Mr. Green. I would recon.mend that, so far as it is possible, all 
of you might with profit examine that report. It is ono of the best 
that I have ever found. 

Mr. West. It is a splendid piece of research that was done by that 
committee in connection with this subject. Even if it were approxi- 
mately 25-percent labor cost, say, on basis of 100, and 26 percent for 
transportation, and 26 percent for material, just assuming thot, and 
then allowing 25 percent for profit, if you would base your & percent 
on the 25 percent, you would have only 1.25? 

Mr. Green. That is all. 

Mr. West. Reflected in the final analysis. 

Mr. Green. That is all. So that it would be comparatively small 
in the final analysis. 

Mr. West. That is the point I make. 

Mr. GREEN. That is the reason that I say I zegare it as a very 
reasonable exercise of congressional power, reflected in the 5 percent 
on the pay roll. 

Mr. West. I know how interested you have been in this subject 
for many years, Mr. Green, and I know what splendid contributions 
you have made toward Jegislation for the improvement of labor 
conditions, and we are very pleased to have your testimony hero 
ont Is it not a fact that over a period of several years there 
has been an increasingly diminished percentage of our income going 
to labor? 

Mr. Green. Yes, sir. 

Mr. West. And an increasingly iarge percentage going into indus- 
try? 

Mr. Green, Yes, sir; that is true. 

Mr. West. As a matter of fact, I think the figures are somewhat 
like this: In the 5 years before 1929, 18 percent represented the 
increase in the volume of wages and 72 percent represented the in- 
crease in industrial Lshtar and 265 percent of corporation dividends. 
That increase in industrial profits has gone into unwarranted indus- 
trial expansion, and labor has been subjected to an increasingly 
diminished return, so that the purchasing power of the Nation has 
not been able to absorb the increased production. Now, is it unwar- 
ranted on our part to assume that it is fair to reverse that trend, to 
some extent, by perhaps imposing this additional burden upon indus- 
try to provide reserves to prepare for the exigencies of unemployment? 

Mr. Green. I do not think it is; no, sir. I appreciate fully the 
part that the imposition of this cost upon industry will have in the 
wage standards, but [ think it will work out just the same as work- 
men’s compensation legislation has worked out, because they are very 
similar. It was argued, as you will remember, that the cost of 
workmen’s compensation borne by industry would mean a lowered 
wage income for the workers, but it has not worked out that say. 
The facts are that the wages of workers have increased even in our 
State of Ohio, where we have, I think, one of the finest workmen’s 
compensation laws. 

Industry absorbed the cost very well, because it passed it on to tho 
consumer, and it has always been regarded as a fixed charge upon 
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industry and upon goods produced. And I am of tho ea Fe that it 
will work out just the same as the workmen’s compensation laws have 
worked out in the different States. 

Mr. West. Do you see any reason why we should not encourage 
the adoption of this measure now in preparation for a return of more 
normal business conditions in this country? The contention has been 
made that now is a very unwise time, when we are in the midst of a 
very serious depression, to consider anything like this. Do you see 
any obiesion to planning for the future along this line? 

r. Green. I thought that over very se ouey and J, along with 
other thinking people, would hesitate to favor the adoption of any 
lan or project which would tend to prevent rapid economic recovery. 
ut in t g the matter over it appears to me that we are moving 
along the road of economic recovery in a very substantial and definite 
way. Now, it will be some time before this law will become operative 
even if it is passed by Congress during the present session. It will 
be some time later on before the different States will enact unemploy- 
merit insurance legislation. It appears to me, keeping those facts in 
mind, that we should not delay the matter any longer. That is the 
thing which impresses 1.10. : . er 

It is not a question of being in the midst of a depression, but it is a 
question of doing the thing now preparatory to a return of normal 
conditions, so that we can take care of unemployment during normal 
periods and perhaps prevent, through the enactment of such legisla- 
tion, a return of such a condition that now exists. 

r. Lewis. Mr.Cochran. ; 

Mr. Cocnran. Mr. Green, a witness appeared before the committee 
yesterday and advocated the passage of this legislation. He stated 
that the payment of unemployment insurance conferred benefits not 
only upon the employee but upon the employer and also upon the 

ublicand he advanced those facts in favor of contribution by employee, 
publicand head d those factsin favor: tribution b loy: 
employer, and the public toward the building up of unemployment 
insurance reserves. I would like to have your opinion upon the sub- 
ject of contribution. 

Mr. Green. Congressman, I have always believed that the cost of 
unemployment insurance should be borne by industry, although 
I have not assumed a rigid position on that matter, because I feel 
that it must necessarily be left to the States to be worked out in 
accordance with public opinion and the circumstances within each 
State. In some States perape tho law would require some contribu- 
tions on the part of both industry and the workers, but I am of the 
opinion personally myself that the employer, the public and our entire 
social order are all benefited through the enactment of unemployment 
eurence legislation, that provides that industry should bear the 

urden. 

For, after ail, we have no other instrumentelity so well adapted 
and so well suited through which the cost of it all can be passed on 
to the public as by imposing it upon industry. And the worker will 
then pay, of course, his share, because he will naturally, in the purchase 
of goods, the products of industry, poy his share toward the cost of 
unemployment insurance. You and I will pay it; everyone will pay 
it. y should it not be uniformly and equitably distributed upon 
all consumers? If you place part of it upon the worker he cannot 
pass it on. He must absorb it. It must come out of his limited 
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income, his wage. But if placed upon industry, he bears his share 
of the cost along with every other consumer. 

Now, that seems to mo to be fair and just. 

Mr. Cocuran. How long should unemployment continue before 
unemployment benefits should be paid? In other words, what should 
be the waiting perio . 

Mr. Green. That varies. Some provide for 10 days, I think, and 
some 2 weeks, or some 1 month. There is no fixed rule on that 
Congressman. I cannot at the moment just recall the waitin period 
fixed in the one statute providing for the creation of unemployment 
reserves, which is the Wisconsin statute. 

Then there are the two forms of unemployment insurance advocated 
by different groups. The one providing or the creation of reserves 
and the other for the creation of State funds out of which benefits will 
bepaid. I believe that Dr. Leiserson and his committee, in the report 
that committce made, supported the State insurance und plan. In 
Wisconsin, as you know, it is the unemployment reserve plan. 

Mz. Cucuran. I understand, but over what period of time should 
unemployment benefits be paid? 

Mr. GREEN. That is auother matter that must be left to the dif- 
feront State legislatures. That varies, as you well know. I presume 
that it would have to be limited to a period that would seem to be 
reasonable and fair. I think some of the plans suggest a 6 months’ 
period and some less, and some more. . . 

Mr. Reep. I was very much interested in one of the questions 
asked by my colleague, Mr. Cochran. It strikes me that it would be 
necessary to have some different plan in regard to the allocations of 
these contributions. For izstance, assume that one State saw fit 
to take it from industry, and another State decided to take it from 
industry and from labor, and a third State decided to take it from the 

ublic and from industry and from labor. Assume that it differed 
in each of those States, and that in those States there were industries 
comparable industries. That is, suppose the Strte which takes it all 
from industry has a line of industry producing the same articles as an 
industry in the State taking the contribution from industry and labor, 
and in the third State, industries are located in the same line of busi- 
ness, where industry pays part of it, labor pays part of it, and the 
public pays part of it. In that case you would have an advantage in 
the cost of production in the two States over the other, would you 
00 

Mr. Lewis. Mr. Reed, may I interrupt? 

Mr. Reep. Yes, sir. 

Mr. Lewis. The bill would not permit that. _ 

Mr. Reep. I am not saying that, but I was raising it as a question. 
I was wondering if you had thought that out, Mr. Green, because 
tho group of industries which had to bear the full burden would have 
a disadvantage in going into the market in competition with the others. 
I only mention it because it comes to my mind. . 

Mr. Green. Of course, this bill, Congressman, does not deal with 
that phase of it. . 

Mr. Reep. I kaow it does not. . 

Mr. GREEN. It, however, imposes a uniform tax upon pay rolls. 

Mr Lewis. Yes, sir. 


rh 
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Mr. Green. But it would bo desirable, of course, if wo could 
secure the enactimont of uniform mnomploymont insurance logislation. 

Mr. Rerp. That is something which would have to be worked out 
in tho States in order to do justice? 

Mr. GQareen. It would have to bo worked ont in the States and 
would be very desirable, if wo could do it. 

Mr. Lewts. I am afraid that there is some doubt here. Under 
this bill whatever the merit of the argument, tho employor will bo 
required to contribute a fixed amount. Hf employees also contribute, 
4 ue State then contributes, it will only mean two additions to tho 

und, 

Mr. Reep. That is what 1 wanted to get clear in my mind. 

Mr. Lewis. Yes, sir. 

Mr. Reep. You can soo the point that T had in mind. 

Mr. Lewis. Those additions to the fund might be applicd to the 
great purpose of human reliof in this field, by lessening the waiting 
period, or by extending tho period during which benefita would bo 
payable. 

r. Green. Yes, sir. 

Mr. Reep. I assume that the States which saw fit to have tho 
employeo pny for it and the public pay for it, whatever thoy created 
would bo in their own State fund. 

Mr. Lewis. Yes, sir. 

Mr. Reep. That is, they would build up a little greater reservo in 
their particular State. 

Mr. Lewis. And would provide for its utilization through improve- 
monts of tho benofits. Tho bonofits undor the State legislation may 
be mado greater than those required as minimum undor this bill. 

Mr. Ree. Thero is one other question | would like to ask. 

Mr. Lewis. Is that mattor clear? 

Mr. Reep. Entirely. Have you communicated at all with the 
labor organizations in England, Mr. Qreon? Have you any definite 
expression fram them how their plan has worked out over there? 

fr. Green. We havo a great deal of correspondence on that and 
wo have made a very eciiplele investigation of it. [thas worked out 
so well that it is really 0 part of the fixed policy of Great Britain. In 
fact, L think that it is most popular among all classes of peaplo. 

Mr. Reep. ‘That is what | wautad to know, 

Mr. Green. There is no one who opposes the legislation, the 
principle of it. There has been, of course, some differences of opinion 
as to the character of the logistation ityelf, but that is all. ta fact, 
1 think it has served more than anything else to maintain and stabilize 
tho political situation in Great Britain, than any other piece of legisha- 
(ton. 

Mr. Lewis. dust one question. Of course, it is undermtood on all 
hands that this is net. considered as a remedy for depressions, or usa 
proventive of depressions, and U think Tecan assume that you would 
not consider it as a substitute for the reduction of the hours of labor in 
tho United States to a 36- or a 32-hour week, which you have been 
au portiiar, ; 

tr. Grees. No; not at all, Congressman, 2 think PE made that 
cloar, or tried to mako it clear, that we could not. regard unemploy- 
nrent insurance legislation as the instrumentality through which we 
could adequately meot a situation such as now exists. 
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Mr. Lewis. Yes, sir. 

Mr. Gneen, I said that perhaps at all times the entire resources of 
the Government must be utilized to mect such a situation as this. 
it is intonded, aa lL undorstand it, to meot a normal situation. 

Mr. Lewes, Any furthor questions? 

Mr. Cocunan. Mr. Green, Fo have hecome avinpathetioc toward 
anomployment insurance since the beginning of these hearings, | 
think mainly because [ gave it no study before. After listening to 
quite a number of witnesses, E lean to the opinion that good unem- 
ployment instance Jaws nay avert minor depressions by sustaining 
the purchasing power. Would you go as far as that? 

Mr. Guren, Twill say that t¢ will make a vory distinet contribu. 
tion toward the prevention of minor dopressions. 1 will agree 
heartily on that, because, as you sustain the purchasing power of 
people, whon these periods of economic reaction eomo, you can maine 
tain a How of goods from tho producer to the consumer, and, so far 
as commercial goods are concerned, it scoms to mo that vou can soften 
tho blow, as it were, that must inevitably follow from a depression. 
I think it will serve very greatly toward prevention, and, as the old 
niying is, ns you know, ‘An ounco of prevention is worth a pound of 
cure.” If wo can distribute millions of dollars out of our unemploy- 
ment. reserve funds among the working people, who will spend it 
freely, as you well know, it is bound to have an effect upon the evo. 
nomic situation, because, after all, it is buying power that sustains 
our ceonomic structure. dust in proportion as it is inerensed, just 
in that prevention will the volume of goods manufactured and sold 
be increused, 

Mr. Lewss, The coniuittes thanks you very much, Mr. Green, 

Mr. Flanders will you please state your name and relation to the 
subject matter, and give us your residence? 


STATEMENT OF RALPH E. FLANDERS, SPRINGFIELD, VT., 
PRESIDENT OF THE JONES & LAMSON MACHINE CO. 


Mr. Phasosnus, My mune is Ralph fe. Clanders. fam president 
of the dones & Lamson Machine Co., of Springlield, VG, mukiny: 
hurchine tools, and, Cherefore, a manufacturer. PE have several other 
conucedions which might be pertinent. Fo have just retired. from 
membership on the Industrial Advisory Board of the NOROA., in the 
course of the rotating membership. Fam chairman of a comnittee 
on cconomie balance of the American Engineering Council fb amio 
tlirector of the Social Science Research Council. 

fa what Fsay tonight, P spenk, however, strictly as an individual. 
lo facet, so far as ny company is concerned, 1} do not even speak for 
ny associates in the company. So that while this gives my connec. 
tions, it gives mano authority to speak for anyone except myself, 

Eo would fike to say that PE completely approve of the purpose of 
this bill, and {am inelinedt to approve, so far as my judgment goes, 
tho means, (ho very ingenious means whieh this bil) uses to insure a 
Nation-wide unemployuent insurance scheme, 

Ax Mer. Greou so well suid, wo cannot afford to have the working 
population of the country ina state of nnsiety and worry. A civil 
ization as rich as ours, and as physically capable of producing goods 
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la bankrupt intellectually, morally, or rome other way, if it connot 
provide a rensonable amount of seaurity for ite citizons., 

We want todo this, and believe we oan de it, and wo must do it 
fo xome form. ‘Tha mnount of tho aaiatanoo that oan be rondored 
ututor this bill is ovidently not enough to dake care of the liye ovelivat 
periods of anomployment. ‘Che & poreont on the pay coll in larger 
(nn it reed be to (nike care of ineidontal and focal and whot anforte. 
Hately might bo called a normal unemployment in ordinuey tines. 
Probably 3 percent would take care of this, which ia the only hind of 
UneMplovenent whieh daeurAnce can compote for. 

Palo hope thad the varios States whieh operate wiuter this act will 
ep jnenvl Stato fume rather than to industey fats beens indes- 
trie, cortoin types of industries, and ¢hois workmen, are vietiing and 
hot cous of unemployment. hat be particularly true in capital 
goods itulustrios, to which my tirm belongs. ‘Thay live ostreme ups 
nad downs, for whieh there is no intortal remedy inside of tho indas- 
try; nud, therefore, no real monnre of colief, at comypnred with indus: 
triws mioking he nceeaition of life, for iimtanvo, ean hw afforded utiles 
suppore corion from industry i poneral instead of frou the particular 
firm or (he particular industry subject to Choe oxtrome varingions. 

Po would like to omplinsize Che fant hat only toa teinor degree is 
the problom of unemployment a problone within tay eonteol of the 
dnativideal omplover, le ina gonoral social and economia problem, 
nnd only Coa minor dogces the problom of the individual tira or oven 
Of Cho indivichind indastyy. 

Phave one minor and one major criticism to iake, and ay minor 
criticise reforn to page tO, line 17, of the bill, whieh provides: 

That vee other bees ollgitle csoplos oe atid be tevecedd Crone or dented componen 
Chooes Carr cetenndeigy Ceomecceped cew work &  % © WF reaper of sete onagotes enneraed 


Wortelal delice caregeabner Cheer ercrogodarn ear Cer gordes av cerssngennay catehare cor warded ditealorg 
WUEDe Raber peobeadengy con cartaudendange soreraardraretedge dro ances Loconeey Chaber Uenbosoe corggisged ceadtornn. 


Pwould like to add Cor require his joining any bona tlde labor or 
Kanizntion,” 

My experience with workien indicated Chat miuny of them are as 
neh advente fo the clos ahbop i they are to the eompany union, 
atl that ort to be recognized. My aiygcostion would bo iat that 
article be completely stricken out or ole Chat it be made a 400 40 
roporition. Tho real ching Chere whieh ought to bo taken care of ia 
tonne. 1, which read: “TE the position olfere is vacant aliee directly 
ton strike, lockout or other dispute.” Fam aure that no other wine 
ligible omployes should not be asked Co take anomployoient ander 
Creasey ceenreditden, Bid Ewald like (one all forma of untonn, whothor 
Conmpiny of othorwias, boon Cho same basis, 

ve another objection, which DP put on ay notes as a major 
objection to a puwage on page TE, lines 12 to 13, where it provides 
foy gdving quid: availability to these funds. believe that overy 
aerious atudent from the economic standpoint of unemployment 
resorved or uoMnploymont insurance, in any for, baw boon inprenid 
“dip the nerious danger of the Cianediyg of thes Chine if dots ona lnngge 
acule. 

Ve ninkes fiftle difference if one or two States in the Union gather 
or ncatmulate dnege unemployment funds during good tines, invest 
thom in seouritiog, an you have it here, and got then we that thoy are 
available and assure liquid availability, and then when bard times 
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come or aoll the seourttiog, renlize on thea in cash, and ae the eash 
for unonplovenont colief, thane or two States do (hat, it is nota 
serio ainttes, but if industey aaa whole, ia every State in the 
Union, with 6 percent of (he pay colly, perlups, for 2 or 8 prosporoiis 
yonra fin tavested tn securities so ad to have available liquttity, nt 
vast ai of money it goin to be ded Cor buying stacks when they 
nee going ap and ot is going to iateamify dhe boom. After the boon 
is over and unemployment cameos on, that vast accumulation of 
aecuritios is geoiinge Go he sold when stocks are goin, down, and it is 
role to eeccentiate the downward move af the evele, 

t think every serious atidtont of Che probton tau ceeogatized Chiat 
fact. Dowold urge Chit unten sone meas os taken Chreaugl thin bill 
or athorwine for a oncefal coutral of (ho finsaciys, of Chae udnenplay. 
mont roxervesd, Chat veuiare dinble by Chad meas fo prodtiee more 
vnemptoveiont that the provisions whieh vou are onneting will 
provent. 

This in nota cnow subject. Tin one that hos had careful considera. 
dion, and PE wordtld aggeest Che times of three cen who have atudicd 
itearefatly, one of then boeing Prof, Alvin Titson, of the University 
of Minniiote, another boine Urof Voul Doustis, of the University 
of Chicago, and the third beta Poof, Siamer Sliehtor, of Choe Hnevead 
Bunsinenn School, 

Me. Lew. Wo have hoard feonr the latter two, 

Mr. Meanowis. Ant they mentioned Chat point? 

Me. Lewes The subject lat boon prosented pretty well, 

Mr. Poanneis DE think it aeods more Chan prosentation. lt news 
your careful consideration. You have got to have seme way to assure 
yourolves that the 48 Statecdo not hatte those Coad ia sneha way 
that you are wore olf aa reutt of this lygdalation than vow world 
bo if you did not have it. 

Mr. Lewis, "Tho maygcontions ponerally have boon that the fala be 
loponttod with the Modoral Raarve, aud that dle Governuient eat, 
through (he Medoral Resorve, provide (he nocessary liquidity. 

Mr. Maanpnies. ‘That is an oxeellont aygeestion, but do net let the 
trill grad CDeranragele aus af in. 

Now, Uo waret do tov cate and ssa. an aeere Chorongels-geoings notation 
of thw prohlotn of rolief anomplovonont, of whiekl this might woll be on 
clonal. Dale not kaow whother you are prepared to go beyond this 
bill ov aod, bute l would like ta vory brivily. 

Me. Lew Wo world vory nueh appreciate: your viows, Mer 
lasers. 

Nov. Ua annonces, Worst Ges staggeenteul one this ball isa for the local aed 
temporary ated what wo anfortanntely have come to consider as dh 
hovtaal onamployment, ‘Thore are about three fovels or menus of 
tobi: care af anemploviont. Bora second tovel bE would are whint 
tras few ite port alvondy initinted by dhe Crosidont, aldliough € think 
tend ogteeter Ten CUees dreoeeonnggle peertange wong Chand it anced Cer deers \ eeangaai zeal 
nul rationalized (UWA. ned OCOLO, and atti Cbsitapes Isiouiitens, TTT | 
lantily Gopraviaod for an emoreney, a wos the eae Chia past water, 
Ji wants to boo permanent onganization, built age withe thes hipstiesd 
eapritite corps powiblo, andor Cho Atay engineers, Eimake that gust 
tre Meret ion, 

fi wants to have prepared for it, aheud of tine, an expansibte an 
contractible binky wt work, And there ts ovisting in the Clos erat 
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at tho present time a body which is perfectly capablo of planning 
for that work, and, in fact, 1 think is considering doing it, and that is 
the planning board in the Publie Works Administration. T want to 
say that that planning board has a most excellent. personnel, and the 
members of it have assured me that the amount of desirable work—not 
raking leaves from one end of tho road to the other and then raking 
them back agein-—but tho amount of desirable work that can be 
found in this country for making it a desirable place in which to live, 
from Canada to the Gulf and from the Atlantic to the Pacific, which 
involves physical labor—--L have been assured that the amount of that 
work is enormous, ft can never bo completely carried out or carried 
through. Wodo not need to rake loaves back and forth on a 1M-naere 
lot. We can put peoplo to work that will make this country a fit 
place for its citizens to live in. 

That ought to be so handled, Ghrough good times and bad, that no 
man atany dime can say that he can’t lind work at subsistence wazes. 
When a man bogs for something, if he is able-bodied, we will know 
that ho can have work. 

It. should be for thousands in good times and for millions in bad 
times for all comers. 1 would even go further and hope that there 
could be built up in it: such an espirit de corps that young and ad- 
venturous men out of school, wanting to see the country a bit before 
they settle down, would go into it and have thoir living and clothing 
and subsistence and feel that they wore tiking part in the housekeop- 
ing of the country in which wo live. In short, it ought (o he, and ean 
bo that thing that the Boston philosophor, Willinm Tiines, dreamed of 
vn generation or two ago: “The moral equivalent of war”, something 
that can inspire insterd of being the more or less humanly deadening 
thing that the C.W.A. program lis been today. 

That is the second level. The third lovel would be the Peblic Works 
Administration, perpetuated as a permanent policy, again with plans 
provided and woll in rdvance by this same planning board which 
thoy havo alrendy set up and which is operating, and which again | 
must say asa most romerkable, capable personnel, With that thing 
ona permanent basis and with pleaty of work provided for ahead of 
time, which should be givon out as unemployment increases, we ean, 
under ordinary commercind conditions, have a situation dint is pre- 
planned and adjustable, 

There are three lovels of relief. Tho first level is this which you 
have provided for in the bill, to take care of the transient, the loeal, 
and the beginnings of general unemployment. ‘Tho second is to take 
care of the larger mass of unemployment, whieh can be properly 
organized on more extensive work. And the third is the Publte 
Works, which is straightforward contract work under normal 
contracting conditions. 

Now, it is important that in this grading into three groups that the 
payments be graded also. ‘The first grado or type, as provided in 
this Dill, should bo the lowest degree of payment.” [tis for temporary 
relicf. ‘Tho second grade of the sugges.ion is the CLW.A, and C.C.G., 
which should bo somowhat higher, enough so thut for months ata 
time it will provide clothing, shelter, subsistence, probably praded in 

mrt by the number of dependents a man has, so that while he cannot 
ave all that he needs and deserves, he will at least fecl that, ander 
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that second grade of subsistence, his family is not going to starve 
or bo shelterless or be without clothing. 

Tho third, as 1 say, should como up to the ordinary commercial 
level of payment tike (he PW.A. 

Furthermore, Chose Uiree gradations of relief should be centered in 
and coordinated by a properly developed omployment servico under 
the Departmont of Labor, That employment service should be 
either a complete Kedoral employment service or a Federal-super- 
vised Stule eniplovinent service, and should be the place to whieh 
the workin goes to obtain his relief, under cither one of these three 
grades, Whether under thet whieh) this bill provides, whother under 
the slightly higher payments of the C.W.A, or for recruiting for 
working in the PLW.A. 

itis oxceedingly important that wo do this for a number of reasons, 
Ono reason is, Hf these employment agencies ave made the means 
by which men get relief and work, when they are unemployed, wo are 
going to have, for the first time, thoroughly relinblo unemployment 
statistics, Wo have none at the present dime. The Departinent of 
Labor and the Federation of Labor do the best they can with those 
statistics, but no ono nequainted with tho statistics believes that they 
are thoroughly reliable. ‘The only way to got reliable lnbor statistics 
is to have them obtained by tho board or the organization which 
furnishes tho relief. You can be sure that all unemployment will 
report under such a set-up. 

Now, | might just sny that J think most of my follow industrialists 
or business men would feel that (ho cost of onacting these three lovels 
of relief would seem tremendously high, the expense of it would soem 
unondurable, U would liko to say thoy seom high under the present 
conditions. T would like to say dit Phave been possimistie at times 
us to how long it is going to tuke us to get ont of present conditions, 

With your kind permission, Dam going to tnke about 5 minutes to 
“blow off sterm.” 2 will try not to (ake moro than 5 minutes, and 
will take out my watch. 

Thore aro various economic fallacies whieh are abrond and whieh 
hindor recovory seriously. Ono of them is that recovery is a matter 
of the number of peoplo employed, or increase in pay roils, or what. 
not, withont taking inte account the amount of goods that are made 
und distributed. That is not so. You can double the peaplo om- 
Ploved. You can double their wages, and if you do not increase the 
mnount of goods made and distributed, Chere is no recovery. ‘That 
is what wages and employment are for, to buy and use and consume 
yools, ‘This hus not yet been a good recovery, 

‘Tho improvement in goods actunily made and distributed sine last 
July tins been small as compared with auy hard times from whieh 
wo havo previously recovered. 1 believe it is beeause we aie looking 
at. pay rolls and looking at wage rates instead of looking ay whit is 
being made and distributed to consumers whieh accounts for the fret 
that wo are patting a fatso idea of recovery. 

have cortain beliefs as ¢o the reasons why we are off the (rack. 
I think wo have rather fallacious ideas as to the mechuanisn of a 
profit—incentive, and eredit-money economy. We feel as though 
there were a cortain amount of work to be done, and that it must he 
distributed. We fool us though (here was a certain fund available 
for wages, and that wo must distribute Chat as best we ean. 
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Now, as a matter of fact, the funds for the purchase of goods are 
enerated by the making of those goods themselves. The funds of - 
ank credit money, which is nine times the available hard cash, is all 

gerierntee by borrowing, by people who feel sure of the future, who 

eel hopeful of profits, and are willing to go and borrow money from 
the bank. Every cent of those funds, aside from the hard cash in 
our pockets and from thatin the reserves, is made by borrowing money. 
Until business is confident of the future, until it sees profit ahead 
and is hopeful of profits, the mere facilities for expanding credit on a 
large scale do no good. There must be a hope of profits there before 
those facilities will be used, before the funds will be made by borrow- 
ing, and before the goods will be made which those funds can buy. 

Here is one other fallacy—-there are several, but I will give this 
one to you and quit, because I have only 2 minutes left: There is 
this fallacy—that funds put in the bank, or a fund received in profits, 
or funds received in bonuses, or in large salaries or in dividends, are 
in some way lost to purchasing power and lost to general business. 
That is not so. There are only three ways to keep funds out of 
business. Une is by hoarding, the sctual hoarding of hard money. 
The second way is by oxpatriating it in funds sent abroad, and the 
third way is by paying off bank indebtedness. 

Now, there is a whole lot of difference between paying off a debt 
to a savings bank and paying off a debt to a commercial bank. In 
paying off a debt to a savings bank, the money is available for some- 

ody else to borrow. You pay it off to a commercial bank and you 
have extinguished the funds; they are gone. On the other hand, 
when you borrow of a commercial bank, you make the funds. 

There are those three ways, hoarding, expatriating funds, and pay- 
ing off bank indebtedness. Rt ee 

f Congress, if the administration, is willing not merely to permit 
business to exist, but if it is willing to encourage the making of profits, 
to encourage the expansion of business enterprise—in the case, for 
instance, of investment, not merely to try to safeguard investment, 
but to encourage investment—if it is willing, in other words, to get 
into a completely different frame of mind, you will have more goods 
to distribute, you will have more wages to pay, you will have more 
business to do, and we will get out of the present depression much 
faster than we are at the present time. And if we can wisely manage 
this profit-motive, credit-money economy, we will have plenty of 
reserve production and wealth to finance a bape hcmioaa E solution of 
the unemployment problem. Otherwise our efforts will be hopeless. 

I am glad to be able to talk to four Congressmen, even if I cannot 
talk to the whole lot, but I do beg you to encourage business enter- 
prise, because on it depends the income and the pleasures and the 
satisfaction of that vast group of people whom Mr. Green represents, 
as well as my own personal income and my own personal satisfaction. 

Mr. West. May I ask a question, Mr. Chairman? 

Mr. Lewis. Yes, sir. 2 45 

Mr. West. Mr. Flanders, is there not a proper relationship between 
this volume of wages and the volume of production, and is it not true 
that that balance became maladjusted in the period prior to 1929, 
when we had an abnormal period of production, an increase in pro- 
duction and a decline in employment, and is it not essential at this 
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time that we do something to bring about a reemployment so as to 
build up. this purchasing power in order to absorb production? 

Mr. Fianpers. That overproduction of 1927, 1928, and 1929, is 
kind of a Freudian complex. It affects business men just as much as 
it does anyone else, but it is a Freudian complex, nevertheless. 
1929, we did not moke and distribute enough goods to give the families 
of the workers of this country a decent standard of living. We 
underproduced in 1929. Now, you may say that there wefe some 
things which we overproduced, and there were. We overproduced, 
comparatively speaking, particularly hotels and apartment houses 
and office buildings. We overproduced wheat and we overproduced 
some natural resources. The natural resources involved are in a 
class by themselves. But that overproduction of speculative building 
was not done from savings derived from undue profits. It was done 
from credit inflation, hes ; 

Now, I can conceive of a situation in which too much went into 
savings and investment and not enough into wages and the lower 
grade of salaries. I can only say that that thing has never happened 
yet. We generated an immense mass of inflated credit in 1927, 1928, 
and 1929, and it was that immense mass of inflated credit, manufac- 
tured by bank borrowings, applied to investment, where it does not 
belong, that did the overbuilding and did some degree of overindus- 
trial ng andy ; : : 

Mr. Wzst. But it made possible the abeerpuon of the production 
during those years; from 1925 to 1929, we had an increase in the vol- 
ume of production of 42 percent, but we had a decline in the volume 
of employment of 6 percent. 

Mr. Fianpers. We did; yes, sir. ; ; 

Mr. West. In other words, we had an increase in production and a 
decrease in employment. | 

Mr. Fuanpens. Yes, sir. 

Mr. West. So that at the height of the boom, we had two or three 
million men out of work in 1928, and when we had an increase of the 
industrial income of 7 billions in 1928 or 1927, we had a decrease of 
600 million dollars in the voiume of wages. There was a maladjust- 
ment there that had to be corrected before you have got the volume of 
employment, making a volume of wages to absorb this production. 
It may be that it is true, as you say, that the inflation of credit made 
possible the absorption of that production. But that is an abnormal 
condition that has to be corrected, and you have got to return to 4 
larger body of workers and a larger volume of wages before you have a 
norma! condition. Is not that true? , . 

Mr. Fuanpers. In the first place, industrial employment deceased, 
as you say. About 6 percent, was it not? I forget just what the 
figure was. , 

Mr. West. The volume of preduction increased 42 percent, while 
the body of laborers decreased. 

Mr. FuanpErs. The body of laborers decreased somewhat. That 
is something which we may expect to continue, that gradual decrease 

- in industrial employment, but it will be and could be more than made 
up by the increase in the professional and service industries of all 
kinds, and I think was. en like Paul Douglas, for instance, who 
I think is a leading authority on employment, have not found that 
the amount of unemployment at the top was any greater than 
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normal, whon you take all typos of occupations outside of industry, 
as well as industry, into account. 

Now, | think that that normal is too much, and this bill will take 
care of that normal, ‘That is what this bill ts for. TL doubt if you 
had any particular distress from those who were not in industry on 
account of the great growth of the service and professional and similar 
pe of occupations which must grow. 

Mr. Wrest. Your statemont, which € was criticizing, was that the 
present reomploymont program in connection with the Nationa 
rocovory policy was based upon a fallacy. 

Mr. fuanpins. | would not say all fullacy, but PE think a monsure 
of itis, as measured by the slow recovery in the making and distribu- 
tion of goods, ‘There has not been proper realization that this is the 
truo objective of recovery. 

Mr. West. ‘Tho fact. hat the objectives have not beon reached in 
full dlooa not establish its fallaciousness. 

Mr. feanvens, Theso thoories | say aro fallacious, on which wo aro 
acting. J may say that J was convinced 2 or 3 years ago that tho 
maldistribution of income caused tho situation in 1927, 1028, and 1020. 
[ bogan to think nbout the matter when, in Mareh 1931, we passed a 
bonus bill, which distributed pretty nearly 1 billion dollars tn funds 
right direct to the consumers, whore it would seom that it would have 
dono the most good. ‘Thoso funds disappeared completely from cireu- 
lation in a month or 6 weeks, just as if they had boon swallowed up. 
Thoro was just a briof increaso in business and thon they disappoared. 
Thoy went to paying off bank indobtedness, and when thoy pay off 
hank indebtedness, tho funds disappear completely and are gone, 

In other words, tho consumer-purchasing-powor theory docs not 
hold wator in and of itsolf unloss you know what you are doing with 
bank credit. 

Mr. Lewis. Have you any questions, Mr. Cochran? 

Me. Cocanan. Your mention of high salaries, Mr. Flanders, brought 
to my mind the publication a fow weeks ago of the large salarios 
recoived by officors of various corporations. 

Mr. Fuanpens. Mino was not along with thom, | am sorry to say. 

Mr. Cocuran. lave you any observations to make along Chat line? 

Mr. Fnanpens. Yos, sir; IT have. ‘There were all kinds of people 
in thatlist. Lhappon to know ono caso, which will illustrate tho point 
which I am trying to make about the constructive factor in business 
which is dorived from business initiative, Ono of those mon who stood 
woll up in that fist, a man who got three to four hundred thousand 
doflars a your clear through the depression, isa man about whose 
business L know a littl something. — — 

Ho is 8 man who by auusual business rcumon and ability built a 
business which was a fair business in 1029, into a better business in 
(930, and into a botter business in 1031, and into a better business 
in £932, and inte a better business in’ 1033, and ho was not in the 
consumer goods business, cithor. Now, ho did not tako that business 
away from any one, Homado it. Ho not only merely mado it, but 
indirectly by bank borrowing, he genorated the funds for the pur- 
chasing of the stuff ho mado, [Mo omployed continuously a largor 
number of mon and business was bottor for what he had dono; and 
tho paymont of his bonus was dopendent not on somo arbitrary rule 
which would bo difficult. for a stockholdor to undorstand, but was 
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mado on the basis of returns to stockholders. I do not know what 
wages he paid, but 1 do at least know that sovoral thousand mon had 
work who would not have had work ifho lad not been an unusual man, 

Accordingly to my lights, Git is worth three or four hundred 
thousand dollars year; and that three er four hundred thousand was 
not lost to gereral purchasing powor, 

Mr. Cocunran. Will you name tho business? 

Mr. Foasnens, ff name tho business, vou eould pick out. the 
man. Ido not know that he would feel very badly if [did name him, 
beeause bam speaking well of him, as you ean seo. ‘The company 
was in the office supply tmachinery business. 1 will say that mueh, 
and you can hunt out the man, 

Mr Lewes. Any furthor questions, gentlemen? Latus not forget 
that there are a number of other witnesses yet to ho heard tonight. 
Mr. Flnniders, that is all, ‘Thank you very nue. 

Mr. Lewis. De. Ryan. Dr. Ryan, you are connceted as a teacher 
with the Catholic University of America, 1 believe, 

Dr. Ryan. Yes, sir. 

Mer. Lewis, What is your relation to the university? 

Dr. Ryan. boam professor of industrial ethics and dean of the 
faculty of Sacred Sciences, 

Mr. Lewis. Will vou give the committee the benetit: of your 
views on this subject, and any information whieh you think will be 
helpful, Dr. Ryan? F 


STATEMENT OF DR. JOHN A. RYAN, OF THE CATHOLIC UNIVER- 
SITY OF AMERICA, WASHINGTON, D.C. 


Dr. Ryan. Mr. Chairman and members of the committee, | 
really have not any important. contribution ta make. PT have not 
prepared any statenent, and all U can suggest is some very general 
considerations, As P seo the matter, there are two fundamental 
things involved in Chis proposed bill, or in any other proposal: for 
unemployment insurance. “Tho first is the souree from whieh the 
insurance payments should come, ‘Phey may cone conceivably from 
the State or from industry. Now, it seems to me they should come 
from industry, and that means ultimately from the consumer, because 
in our industrial system the employer, as Willinm Smart, of Glasgow, 
expressedl it many years ago, “The employer is society's paymaster,” 
wh he gets possession of the preduct out of which all payments must 
he made, and the worker, sineo he gets his living out of tndustry, has 
no other source of living, ought to get all of the goods which are neces- 
sary fo ennble him to five a reasonable life, and that means secarity 
for the future and security whieh protects him when he is aut of work. 

Therefore, } take it that it is Cundamental that dhe payments for 
HHemployment insurance, as well as for workmon's compensation, and 
every other normal payment to the worker shoul come out of in- 
dustry, which means, as Esay, from the consumer rather than from the 
State. 

That is the general theory. 1 reatize that it is not always pree- 
Gicable to carry out that fully, butt should think dhat.6 percent of the 
pay voll is within the competence of nost employers to pay. Leould 
hel prove that any more (hana person who comes in hero and says, 
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as I believe some have said, that 5 percent is too high can prove the 
operate But I yt take it for granted that that is a fair payment. 

he second fundamental consideration is how that is to be enforced, 
that payment, so far as the Federal Government is concerned, or so far 
as this bill is concerned, or, in general, how are you going to enforce 
& payment by the employer to the worker? 

We prefer State insurance schemes, but the States do not all act at 
once, nor do they act with uniformity, so that there has to be some 
pressure from somewhere to get that uniformity, if industries in 
various States are going to have fair treatment, and if unfair com- 
petition is to be eliminated. . 

I think this bill contains a very ingenious means for enforcing 
action by the States. : 

I believe a year or two ago it was proposed here by some bill that 
the Federal Government should provide the States with a certain 
amount of money to be matched by an equal amount from each State 
that would enact an unemployment insurance law, coming up to cer- 
tain standards. That is the old 60-50 basis, the old scheme of en- 
couraging the States to do things by giving them a part of the money. 
I am not condemning it at all, but I-think this method is very much 

referable. This does not involve any outright expenditure by the 

ederal Government at all, but it does provide perhaps o superior 
method of getting action out of the States, because the employers 
who have to contribute 5 percent of their pay roll to this Federal 
fund, will be coueny interested in getting an unemployment insur- 
ance law passed in the State where they live, and a law that will 
come up to the rather modest standards set forth or required in this 


I think that is all [have to say, Mr. Chairman. There is one point 
which I might mention, and which Mr. Green mentioned. I want to 
say that I agree with him, that the normal condition would be if the 
worker had wages enough to provide for his own future. That does 
not change the principle which I stated at the Beeauing ; that is, this 
protection against unemployment would still be coming from Pemenet 
only it would be coming in the form of wages. I think that that wou d 
be very much preferable to any scheme of compulsion or State 
intervention, but we realize that » wage scale which would permit 
that would beimpracticable. 

That is absolutely all that I wish to say. : 

Mr. Lewis. Any questions? {No response.] Thank you, Dr. 


yan. 
Mr. Lincoln Filene, of Boston, Mass. Will you take the stand, 
Mr. Fileno? 


STATEMENT OF LINCOLN FILENE, CHAIRMAN OF THE BOARD OF 
WILLIAM FILENE’S SONS CO., OF BOSTON, MASS. 


ng ia Mr. ChatenaD, and members iF pormniites, I 
am beginning to appear before you with a good deal of trepedation, 
after listening to these statements. . 
, Mr. Lewis. I think the committee would like to know your rela- 
tions to this subeee Mr. Filene. 
Mr. Fivene. Perhaps I better tell you who I am, so that will get 
me down in writing. My name is Lincoln Filene, chairman of the 
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Board of William Filene’s Sons Co., of Boston, and also chairman of 
the Federated Department Stores, an affiliated group of department 
stores. 

J need not say, perhaps, that I am in general approval of the bill. 

Mr. Lewis. Do you want to tell us something about the size of 
your business, Mr. Filene? 

Mr. Finene. I was just going to give you the pay roll. 

Mr. Lewis. Yes, sir, proceed in your own way. 

Mr. Finens. The employees in Boston, in the Boston end of the 
William Filene’s Sons Co., that come under this bill would bo 4,645 
people. The weekly pay roll of that group is $90,000. The employees 
that come under the four other stores in the affiliation to which I 
referred are 7,551, who come under this bill, under the $250 a month. 
That represents a pay roll of $158,577 weekly. And the total of those 
pay rolls is about $250,000 9 week. : 

Onc of the interesting things to bear in mind, I suppose, is that the 
average pay roils in department stores, cover about 50 percent of the 
total expenses, so that this bill has a rather important bearing upon 
our industry. | 

I have a fecling that we have reached a time when it is necessary to 
take into consideration some of the very basic facts which have pro- 
duced this situation and not the least among them is that in our devel- 
opment of mass production in this country, we did not think very 
much about mass distribution. It we had been willing, as business 
men, to have studied the day to day effect of mass production upon the 
problein of mass distribution, we should have been in quite a different 
situation in 1934, I think. - 

That would have made us do a great many things, and not be 
carried away with the idea that we could go on producing, on the 
assumption that consumption would always measure up to what we 
could make, which turned out to be a good deal of a fallacy. We 
would have made a great many different arrangements in our economic 
planning and in our Jaws. 

Now, the result of all that is that the burden of unemployment, as 
I seo it, has got to be recognized as falling upon society, an 
“society”’ of course I mcan everybody. ‘This is not a welfare bill. 
It is a responsibility which is going to be upon all employers. 

As Mr. Green so well stated, if business cannat learn to absorb costs 
in our social responsibilities, in our economic life, then society will 
have to do its share, but, as a matter of fact, as large as that amount 
seems to be, it probably would add about ! percent to the cost of 
the sales of a business like ours. . . 

If there is no other way of meeting such responsibility, society has 
got to assume it 100 percent. I take it for granted that society can 
assume that amount. It is not all thrown away, as Mr. Green again 
said. This money goes back into the hands of the people, and it 
creates a certain proportion of purchasing power which in itself has 
some redeeming features. 

Now, the main thing to my mind that this bill does is to make the 
employers of this country constantly alive to the fact that as much 
stabilization in work as they can give will be a part of their daily 
business to figure out. As to my particular feeling in the matter 
if the bill did not do anything else but help toward stabilization and 
do away with seasonal unemployment, so far as it is practical to do 
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away with it—and there are many ways in which it can be done away | 
with, not completely, but at least in part- that means that business 
men would have to study their problems of production in such a way, 
and their possible selling power and the places where it should go, 
and how it is going, and when it is going, and the kind of things they 
are producing, ‘and the right times at which they should produce 
~ them—they would make it their business as business men, to help to 

overcome the cost of seasonal unemployment, by doing all they can, 
porta eng as a responsibility as much as the responsibility for 
getting sales. 

Now, the business men as a whole have not done that. That, to 
m ae is the real value that this bill will bring about to society as a 
whole. 

Then it is not at all impossible that even society is more or less at 
fault for somé of the costs of doing business, and that there are a 
Breat many wastes that society demands of business that might easily 

e done away with and in a measure at least to overcome what added 
coat might be put upon business for carrying out the purposes of this 


You might even say that this sort of thing might be the beginning 
of a movement toward equalization of profits fa business with the 
workers—not a very large ono, but at least perhaps it is an entering 


wedge. 

Now, you gentlemen on this committee probably will get the 
usual argument that business is not in any condition to stand this 
type of an added expense. Without a to criticize my 
fellow business men, I fail to find any time in the history of our 
economic life when business ever thought it the right time for this 
type of expense, that is, what we call the social economic responsi- 
PI, expense. 

r. Lewis. Do not we sometimes take council of our fears as to 
our ability rather than taking council of our hopes? ; 

Mr. Fitene. I think so. I had occasion 2 years ago when a bill 
was passed in Massachusetts to make some study, fons back to 
1845, of the attitude of the business man. Now, mind you, I do not 
say that there are not some business men, because there are some 
outstanding examples in this scalar of business men who have 
always been ready to assume their full responsibility for social laws, 
so to speak, but away back in the early days, wo were attempting to 
reduce the hours of labor in Massachusetts from 12 to 10, and as the 
years went on, to 8; to do away with women in the factories at night; 
to enact child labor and compensation laws, and whatnot; and the 
history of that whole time showed that the arguments which were 
being made against this type of legislation were exactly the kind of 
arguments which you hear against it today: ‘That Massachusetts 
could not stand it if other States could not stand it and did not 
have it”; “that it was too large a cost upon business to be pre- 
cipitated at once.” 

A complete history of that experience is exactly the same kind of 
thing which you will hear in opposition to this bill. I have that 
infcrmation here, and I should be very glad to supply it to this com- 
mittee, if they would like to see it, because it is taken from the records 
of the Massachusetts statehouse. 
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I do not want to be mistaken in condemning my kind completely. 
I said, and I repeat it, that there have been outstanding examples of 
business men in the country, but the percentage has been so small that 
you can honestly say that the business man on this type of legislation 
as aires felt that business was not ready ts stand it; that some day 
it shou 
committee ought to pay very much attention to that type of argument. 
There is another phase of this bill which I think is sometimes lost 
track of. When all these different plans present argument as -to 
whether the employer and the employee should contribute to this type 
of thing that this bill calls for, I am afraid we lose track of the fact that 
the employee is already contributing very largely to unemployment by 
being out of work. And just inasmuch as the employer is responsible 
for not prolon this lack of work, just so much is the employee 
meking his contribution to any unemployment fund that may be set 


up. ¥ 

So that I do not think there is very much to be argued in that 
regard at the moment. 

2 here is no objection that I can see to that, after we make our 
start. 

Mr. Lewis. You mean in the waiting period he is already making 
the first contribution? — ‘ 

Mr. Fitene. I mean being out of employment, without a job, ho 
is making his contribution. 

Mr. Lewis. Yes, sir. . 

Mr. Fitene. After all, the employee is not spss ora for being . 
out of employment. It is our economic system which is responsible 
for that. And, as Mr. Flanders says, and rightfully, business is not 
always responsible for that, yet at least it ought not to be lost sight 
of that the employee is now making his contribution, and has been 
making his contribution. So the argument for employee contribution 
to be brought in at this time, according to my own personal opinion, 
should not be very seriously considered. There is no objection, 
after such a bill as this has been passed, and there is a system that is 
working, if the employers and erp oyete want to get up some other 
scheme of contribution to a joint fund which they can add to theirs. 
There is nothing to prevent that. But wo have got to get a start, 
and the way to make a start is a simple start, and this is a simple 
start. 

Of course, the other important thing that this bill makes a con- 

tribution to is that it does away entirely with the argument that one 
State cannot afford to do it because another State will be in competi- 
tion with it. This bill will make it for the State’s intorest and the 
employers in every State to establish a law within their States which 
makes it possible to keep that money within the State instead of 
going to the National Government. . 
, Somebody before me spoke about State funds, putting this money 
into State funds, into a general fund—I think Mr. Flanders, my 
good friend here, whom I usually agree with. I think the argument 
against having a general fund is that the weak employer will benefit 
constantly by the strong employer. If there is any general contrt- 
bution into a general fund, each man ought to stand upon his own 
feet, that is, each employer, and pay his own way. 


be ready but not today. So that I do not think that the — 
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I think I ought to say to your committee that I am not talking for 
my corporation. It just happens that I have been serving here for 
months now with Mr. Flanders on the Industrial Advisory Board and 
our board has not officially taken up this bill for consideration. I 
think [ can say that my associates are in general approval of some- 
thing that should be done, from our conversations from time to time 
-on this subject. 

They would probably have their own individual opinions as to 
whether this is the time or the rate is right or what not. We have 
not discussed that in our directorate, and I am not in position to 
speak for them. : 
-- Tam chairman of the active management of the board of our busi- 
hess, and chairman, as I say, of the Federated Department Stores’ 
Board of Directors, as well as being chairman of the directors of my 
business. My brother, whom I notice from the list of witnesses, 
seems to have appeared here, has spoken to you, but I am not quite 
gure what he has said. But if you find that he feels differently about 
it than I do, you will know that we have very friendly feelings, but 
very different opinions at times. 

think that is about all the contribution I want to make. If I 
have said anything which seems to call for disapproval on the part of 
the committee, I will answer any uestions if I can. 

- One of the committee asked the question about the labor costs. 
It may interest you, if you do not know it, to learn that the Harvard 
Business Bureau gave out 18.7 as the ratio of pay roll to sales volume 
_ in the retail stores of the country. 

Mr. Lewis. Does that include salaries? : 

Mr. Finene, This was pay roll. The figures which I quoted to you 
before were only the pay roll figures of the people involved in this bill. 
It does not include these big salaries which were listed as being 
received by the heads of the business. 

To compare with this we have a recent report of the Massachu- 
setts Department of Labor and Industry, giving statistics as to 
manufacturers in Massachusetts in 1932. This covers the principal 
industries and gives detailed information as to 18. The total amount 
-of weges of these industries was 21.9 percent of the value of their 
products. : 

I thought, since the question was asked, that theso figures might 
have some value. . 

Mr. Lewis. We thank you very much for your time and your 
-contribution, Mr. Filene. | 

Mr. Fitene. You are quite welcome. 

f eat Lewis. Miss Dawson is here, and we would be glad to hear 
rom her, 


STATEMENT OF MISS MARY W. DEWSON, OF WASHINGTON, 
D.0., REPRESENTING DEMOCRATIO NATIONAL COMMITTEE 


Miss Dewson. My namo is Mary Dewson, and _I am director of 
the women’s division of the Democratic National Committee. This 
-begins as it should, in a slightly political way. I will make two quo- 
beg taire from the platform of the Democratic National Convention 
r,) ; 
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One: “We believe that a party platform is a covenant with the 
people to be faithfully kept by the party when entrusted with power.” 
) : “We advocate unemployment and old age insurance under 

ate laws. 


In my opinion the Federal administration has a right to be proud — -- 


of the steps it has taken to fulfill the promises of our party, especially 

under the stress and strain of the depression. 

- _ Why have not the State legislatures controlled by Democrats 
fulfilled in any State the ono P edge made for State action? Some 
States it is true have enacted old age insurance laws but not one 

State has passed an unemployment insurance measure and the legis- 

lature of every State in the Union have been in session since 1932. 

I believe the pledge was not kept because the industrialists of 
every State protested that if unemployment insurance was established 
in their State, they would be at a disadvantage in interstate competi- 
tion. 

This fear may or may not be well grounded. It is however a 
enuine obstacle to the passage of proper unemployment insurance 
egislation in the States. 

The Wagner-Lewis bill would remove at one stroke the only argu- 
ment against the immediate enactment of State unemployment 
insurance laws. 

_ It would also refund to the Government some of the cost of carryin 

industrial workers during future periods of unemployment unti 

business is ready to reemploy them. ; ; 

If there is time I should like to state more in detail why I consider 
unemployment insurance so important. I have been interested in 
this legislation since the Huber bill was introduced in Wisconsin in 
the carly twenties. I have been chairman of the labor standards 
committee of the National Consumers’ League for a good many years. 

The need for some just and adequate method of providing for the 
hardships of unemployment is now generally recognized. It has long 
been my belief that just as business has built up ‘reserves’? for depre- 
ciation, taxes, and interest and even surpluses from which to pay 
dividends during slack periods, so business should he required by 
law to build up reserves to help carry the burden of unemployment, 
now chiefly borne by the workers. A large part of the cost of unem- 
ployment is borne by the taxpayers also, througl: the huge cost- of 
relief entailed during periods of unemployment, suc. a3 we have known 
in acutest form during the past 4 years. 

have long believed that uneinployaent reserves or insurance 
should bo required by law, since only a handful of employers have 
taken voluntary action along these lines. 

The benefits of legislation setting up some system of compensating 
for uncmployment are twofold. First of all, it will be prevention. 
Properly devised unemployment reserves law can stimulate manage- 
ment to provide steadier work, thus reducing to the minimum the 
Hiwgulerilice of work and of production which exist today. ; 

nder various proposals and under the Wisconsin Act, tho rate of 
contribution by an employer is progressively reduced and may cease 
when his account shows a stated reserve per employee. He can be 
sure from the start of the full saving due to his better management. 

The incentive to regularize business is thus strongly reinforced. 
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On the other hand when management can lay off workers with 
impunity, irregularity of supioyient is often the easiest way out. 
Yet a considerable number of businesses in the country, large as well 
as small, have shown that efficient management can in large part 
determine regularity of operation by the intelligence with which 
orders are accepted or refused, plant capacity expanded, new customer 
chabits created, and so forth. 

Mr. Ernest G. Draper, himself an employer who is proving the 
possibilities of stabilization in industry, points out for a single instance 
that a highly competitive business like Procter & Gamble, which made 
a net profit of $9,132,000 in 1932, has worked out an all-year around 
procuction schedule for a product like cottonseed oil, the use of which 

as never been regularized before. (The Survey, Jan. 15, 1934, p. 11.) 

Furthermore, steadier employment in relativel normal times shoutd 
gradually help to lessen if it cannot do away with, the recurring disas- 
pao unemployment such as have taken placo in 1907, 1921, and so 

orth. 

Secondly, the provision of unemployment reserves or insurance will 
provide some measure of security for workers who are laid off from 
more and will thus contribute to the purchasing power of the com- 
munity. 

_ It has been estimated that in New York State, for instance, if early 
in the depression a 2-percent contribution from all pay rolls in the 
State had been available from only 9 2-year accumulation period, 
there would have been in hand 76 million dollars for distribution in 
benefits. Nor would this have been all. For with any proper system 
of unemployment insurance, a precentage of the Pay ro of those still 
employed would have been added to the fund. There would thus 
have been in hand more than 75 million dollars early in the depression 
to maintain the purchasing power of the unemployed workers—a 
small but steady income for business, invaluable precisely at the time 
when a depression is setting in. 

_ Not only would business have benefitted greatly but even more 
important, thé morale and self-respect of the workers would not have 
been undermined as they have been during the 4 years of the depres- 
sion by the fear of approaching insecurity, the humilitation of seekin 
relief and a standard of living reduced far below the American leve 
by inadequate aid. Medical authorities are agreed that while the 
undernourishment and mental suffering of the unemployed, both 
children and adults, may not be reflected in statistics of ire 
arr sired upon health and vitality are already unmistakably 
evident. 

From the point of view of the taxpayer also, unemployment insur- 
ance offers a legitimate and material source of aid. Instead of the 
millions spent in relief, both tax paid and through private charity, 
the more than 75 million dollars would have been available in the 
State of New York alone from the reserves of industry, a sum far 
greater than what was raised to help bear the burden of unemploy- 
ment from private or public doles at that time. In a single city in the 
Middle West it is reported that taxpayers paid more than 8 million 
dollars in relief when 100,000 employees of a great manufacturer 
were laid off. 

Granted that these objectives of unemployment insurance have 
heen gradually recognized not only as desirable, but essential for the 
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United States, how shall the necessary legislation be carried through? 
In only one Stato, Wisconsin, has a beginning been made by the 
enactment of a statute which goes into effect this summer. Durin 
1935, 30 Bi sora will be in session. I believe that no device coul 
be more e 
than the provisions contained in the Wagner-Lewis bill. It leaves 
to the States the choice of various methods to be pursued, whether 
reserves shall be pooled or kept in separate company accounts, whether 
industry alone should contribute as being responsible for management 
or whether the workers should also be called on; what the size o 
benefits should he, length of waiting period and many other points. 

The essential thing, as all students of the subject agree, is that 
action should be taken now. When prosperity returns the need of 

roviding for unemployment is far less readily scen. If the Wagner- 
wis bill is enacted at this session of Congress, it will he the most 
potent force to stimulate action by the States in 1935. ; 

I want to say that I rather agree with Mr. Filene, that it is unfair 
to ask one employer, who has carefully stabilized his business with a 
great deal of thought and work, to bear an equal burden with the 
man who has been exceedingly careless about this matter. I am 
quite familiar with industry and I know there is a great variation in 
what is done in different. industries, and I think that this gentleman 
here, this Congressman [indicating] 

Mr. Lewis. Congressman Cochran of Pennsylvania. ; 

Miss Dewson. I think he need not fear that it will be unfair to 
the manufacturers because this 5 percent is equal all along the line, 
so that that is perfectly fair. Sots 

At the same time, I am particularly pleased with this bill because 
it permits the different States to experiment with the best form of 
unemployment-insurance legislation, and it also gives them that 
freedom for State action which I think is very desirable. So that 
although each manufacturer will pay the same, the States them- 
selves can work out a plan by which, if thoy choose, their manu- 
facturers who have made a great effort to stabilize their business will 
be in a better situation if they use the plan which is used in Wisconsin. 

I should bo very glad to have them have the chance to do that, 
but I am also glad to have them have the other plan, too. 

Mr. Lewis. Thank you very much, Miss Dewson. 

Rey. Francis J. Haas is noxt. 


STATEMENT OF REV. FRANCIS J. HAAS, OF WASHINGTON, D.C., 
MEMBER OF THE NATIONAL LABOR BOARD OF THE NATIONAL 
RECOVERY ADMINISTRATION 


Reverend Haas. My name is Francis J. Haas, director of the Na- 
tional Catholic School of Social Service, member of the Labor Advisory 
Board, and member of the National Labor Board. 

Mr. Chairman and members of the committee, there are four major 
reason why this bill should become a law. One, it will be a beginning 
at least of recognition in law of the obligation of industry to pay every 
worker a year-round wage; two, it is Nation-wide in scope and effect; 
three, it is compulsory and uses the most effective kind of compulsion; 
and four, it is a necessary preparation for whatever course the Gov- 
ernment sees fit to follow after the expiration of N.R.A. in June 1935. 


ective or more reasonable, to stimulate State legislation -- -- 
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First, we should recognize,.the fact that lasting Prosperity will be a. 
Peres only when every industrious worker is paid an adequate year- 
round wage. Frankly, this means that every worker should be 
raised to the salaried class in the sense that he will be guaranteed a 
definite income each year. At present, even under N.R.A., wages are 

‘fixed at eithor an hourly or a weekly rate, and the worker is paid for 
only the time he is kept at work. To illustrate: A cotton-textile 
operative in the North must be paid $13 per week, but the employer 
who keeps him at work only 45 weeks in the 52 must pay him only 
$585 for the entire year. : 

Thus, even in view of all that N.R.A. has accomplished there is 
still a long way to go. Society does a grave wrong both to the wage 
earner and to itself by allowing the hourly- and weckly-rate system, 
unsupplemented by out-of-work benefits, to continue. Surely, tho 
cotton-textile operative with $585 at the end of 12 months did not, 
during that time, feed, clothe, and house his family properly. He 
and his dependents were the victims of a system. Just as surely, 
society at the end of the 12 months’ period was the loser. It did not 
get sufficient buying activity from the man who received $585 and, 
consequently, he helped to keep others out of work. They in turn 
did the same to others. The net result was that in literally millions 
of families, the Goverament had to pay out public tax money to 
make up the difference between annual necessities and annual earnings. 

_ Now, the bill before you takes it for granted that the worker has a 
right to compensation for time he is actually not at work. True, the 
compensation is very little. The minimum benefit of $70 per year is 
a paltry sum. But, in my opinion, the bill is epoch-making because 
it is a beginning. If it becomes a statute, for the first time in our 
industrial history, wo shall have written into law that industry has 
an obligation to take care of its labor when involuntarily idle in the 
same way that it is obliged to take care of the owners of sccuritics 
when plants are closed. The details of the bill are not important. 
The basic principle is all-important. 

I may bo asked: ‘‘'How do you justify the payment of wages to 
men when they are not working?” “Is this not economically un- 
sound?”? My answer is: ‘No; on the contrary, from tho standpoint 
of current business practice alone, it is highly sound.” 

When an automobile manufacturer buys raw materials, for example, 
upholstery, he buys only what he thinks he needs. But does he pay 
for only what he actually buys? By no means. Ho pays for what he 
buys and in addition, his share of the cost of all the upholstery which 
was not bought but was produced during the season for the automobile 
industry. In a word, he pays his share of tho cost of the unused, un- 
bought upholstery offered each season in the market to automobile 
manttfacturers. The same holds for leather, glass, paint, accessories, 
and all raw materials. 

No employer can escape paying his share of the cost of the unused 
residuum of raw materials. He should not he allowed to do any differ- 
ent with his laboring force. In hundreds of cities during the past & 
years employers have simply turned their unemployed workers over 
to the community for support. This is a grave injustice both to the 
workers and to the community. 

The economic effects are equally clear. The uncompensated unem- 
ployed cannot buy. Increased unemployment is the result. Unem- 
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loyment breeds unemployment, and reduced buying power reduces 
uying power still further. In a well-planned economy, the downward 
spiral will be stopped and proper balance between buying and produc- 
ing will be maintained by a guaranteed year-round wage. This is 
what the bill before you seeks in a modest way ultimately to accom- 


plish. 

Second, the present bill is admirably conceived because it attacks 
the evil of unemployment from the standpoint of the Nation as a 
whole. Actually, it disregards political boundaries of States because 
unemployment disregards them. : 

In the past, perhaps there was some merit in the argument that if 
a State acting alone set up a compulsory unemployment-benefit 
system, it would thereby penalize itself by pheoursging industries to 
move elsewhere. Also, there was something to he said for the argu- 
ment that such e State would, by attracting outside workers to its 
industrial centers, increase the number of job seekers and defeat the 
purpose of the law. Whatever weight these arguments had or did 
ot teye, the fact is they were powerful forces in blocking necessary 
egislation. 

It should be recalled, however, that employers have frequently 
gone on record as saying that they would not oppose unemployment- 
insurance legislation in their States if they were only given assurance 
of protection against competition from outside. The present bill 
takes these ex vloyers at their word. It will remove destructive 
interstate competition and, so far as possible, establish national 
minimum standards. These standards, carefully specified in tho bill, 
can, and should, as time goes on, be moved upward. ; 

Third, the bill uses compulsion but a compulsion of a very effective 
character. The opposite of compulsory-unemployment compensa- 
tion is, of course, the voluntary type, that which employers create on 
their own initiative. Surely, it would be better if management would 
voluntarily assume the burden of unemployment instead of having 
Government compel it to do so. . 

But what are the facts? In competitive industries the enlightened 
employer is not able to carry the burden. He must sell his products 
in a market and tho lowest-cost producer can outbid him and perhaps 
drive him from the field. } 

In noncompetitive industries, the employer simply does not assume 
the burden. It is well known that the number of wage earners in the 
United States covered by voluntary unemployment schemes was, in 
1933, almost zero, less than two thirds of 1 percent of all wage earners. 
I recall in 19238, 6 years before the collapse of 1929, how Wisconsin 
manufacturers testifying at public hearings against proposed unem- 
ployment-compensation legislation, begged for time to establish their 
own plans. ‘Give us another chance,” they said, and “we will do 
this thing ourselves, but don’t pass this law.” And yet they went 
through 6 years of unparalleled business activity and profit and did 
exactly nothing. : 

There can be no serious debate on tho question of compulsory 
versus voluntary unemployment compensation. The voluntary 
scheme is simply not set up. All that remains is legal compulsion. 

Now, the peculiar merit of the present bill is that it does not set 
out to do the impossible. It sets out to do methine that has an 
excellent chance of being done. Its excise feature unquestion- 
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ably enlist the opposition on the side of the law. It will make local 
employers more receptive than they are now to the rightness of unem- 
plo ent compensation and instead of opposing, they will support the 
slation. It is entirely reasonable to assume that employers would 
rather pay unemp cyinent premiums which would remain in the State 
than pay the a ent in the form of taxes to the Federal Treasury. 
Fourth, the bill is a necessary preparation for whatever condition 
follows N.R.A. in June 1935. At that time, the plan of regulating 
each industry on an industry-wide basis will be either continued or 
discontinued. 
If it is continued, the present bill, if enacted into law, will be a 
owerful support for the code system. It will be an important and, 
dare say, necessary aid in getting unemployment compensation 
written into codes, where in my opinion, unemployment compensa- 
tion and the guaranteed yearly wage should be. 
_ Moreover, it will assist, as no measure so far proposed can assist, in 
meeting tho difficult problems of administration. From the stand- 
oint of administration, unemployment one an is essentially a 
ocal matter. It calls for local and State offices for registration and 
payment of benefits. In this respect, State legislation and State 
administrative agencies are all important. The bill before you meets 
this need admirably. | 
On the other hand, if the code process is abandoned in 1935, the 
reasons for enacting this bill now are multiplied many times over. 
In the absence of regulation now effected by N.R.A., the need of 
social legislation will be extremely acute. If in 1935 we decide to 
discontinue N.R.A. control, we must be ready to put in its piace an 
elaborate system not only of unemployment compensation, but also 
minimum-wage and maximum-hour laws. The evils of unchecked 
individualism accumulating for over a generation dictate the absolute 
necessity of control. In either case, whether N.R.A. is continued or 
not, the present bill should be made law. 
For these reasons, I am happy to add my endorsement to the pres- 
ent bill and express the urgent hope that it will be enacted into law. 
Mr. Lewis. Mr. Reed, have you any questions? 
Mr. Reep. No, sir. 
Mr. Lewis. Thank you, Doctor. . 
We will adjourn until tomorrow morning at 10 o’clock, in room 1501. 
(The subcommittee thereupon adjourned until tomorrow morning 
at 10 o'clock.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE OP THE COMMITTEE ON Ways AND MEANS, 
Washington, D.C. 

The subcommittee met at 10 a.m., Hon. David J. Lewis (chairman) 
presiding. 

Mr. Lewis. The first witness on our list this morning is Mr. 
Ernest Draper, of New York. 

Will you give the reporter your name and address, and state your 
relation to the subject under discussion? 


STATEMENT OF ERNEST G. DRAPER, VICE PRESIDENT, HILLS 
BROS. CO., NEW YORK, N.Y. 


Mr. Draper. My name is Ernest G. Draper; I am vice president of 
Hills Bros. Co., New York City. 

- Mr. Lewis. Will you state your relations to this subject matter? 

Mr. Draper. My relation to this particular subject is that I have 
been a student of it for about 20 years. : 

We have adopted in our company certain plans for regulariz- 
ing our production with the hope of cutting down seasonal unem- 
ployment. Over a period of 10 years we have been reasonably suc- 
cessful, even during the last great depression. ; 

I have also at one time been president of the American Association 
for Labor Legislation, which is interested in problems of this character, 
and have made a study of the problem while connected with them, as 
“ be before and after. Iam also a member of the National Labor 

oard. 

Mr. Lewis. You may proceed with your statement. 

Mr. Draper. Mr. Chairman and gentlemen of the committee: 
General adoption by the States of systems of unemployment com- 
pensation will give this country a more efficient, more adequate and 
more equitable method of providing for the unemployed worker. Un- 
employment compensation will serve also to relieve the taxpayer 
because it will make compensation for unemployment a cost of pro- 
duction entering into the price of the product just as the cost of 
accident compensation now does under existing workmen’s accident 
compensation laws. Moreover, like accident compensation which 
has stimulated the movement to prevent accidents, unemployment 
compensation will help to focus the attention of management—in 
good times as well as in bad—upon the problems of providing steadier 
employment. 
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Through tho National Industrial Recovery Act Congress has 
inaugurated a program to climinate destructive business competition 
which hinders business recovery. By the enactment of tho Lowis 
bill, H.R. 7669, it should, I believe, likowiso removo tho obstaclo of 
“interstato competition” which now serves to hinder the adoption 
of constructive State legislation for permanent systematic provision 
against unemployment. : 

I beliovo that Ropresontative Lewis’ bill to encourage tho gonoral 
adoption of State unomploymont compensation legislation should bo 
enacted at this session of Congress. Sound and practicent mensures 
for Stato legislation, based upon careful official investigations by the 
loading States and by tho United States Senate, are ready for carly 
enactment at the State capitols. It is-highly important that these 
measures be put into effect at the carliest possible moment so that 
employers will havo an opportunity to mnke the necessary adjustments 
during tho period of expanding employment. Enactment of tho 
Lowis bill at this session will provide opportunity for prompt action by 
inost of tho States in 1035. It would be most unfortunate if Congress, 
by postponing enactment of the Lewis bill, should cause the adoption 
of unemployment compensation legislation to bo postponed in a 
majority of the States until their legislatures meet. again in 1937. 

Mr. Lewis, Is it your view that tho separate States nre going to be 
unwilling to initiate legislation, to impose these special burdens on 
their own industrialists, without a proper assurance that like burdons 
are going tu be laid upon their compotitors, in whatever State they 
nay be? 

Mr. Draven. Yes; [ think thot is exuctly so. 

Mr. Lewis. In other words, it is a national community problem, 
and tho logislation, oven if not nominally national in character, must 
be uniform in its effeets, 

Mr. Draven. | think that is oxactly tho reason why wo havo not 
had groat progress with unemployment compensation, tho feeling 
that a man, for instance, in the State of Connecticut will be dis- 
criminated against if Connecticut has such a law and New York 
Stato does not have such a law. 

Mr. Lewis. You may proceed with your statement. 

Mr. Drapern. L have been thinking about this for un long time, Mr. 
Chairman, and am very much interested in it. 

I noticed, in reading about the present discussion, that it seems there 
are three or four main objections, and Fam wondering if 1 could not 
touch on them for xu moment. 

Mr. Lewis. Before you do that, will you tell us of the experience of 
tho Hills Bros. Co. in regularizing their work. 

Mr. Draven. I have told that story so often that it is pretty well 
niotheaten by now. 

Of course, the plan has been dented, but not destroyed by the 
depression. We are a company which, for the most part packs dates 
and other food products, with our main plant in Brooklyn, N.Y. 
Wo also havo canning plants in Florida, and operationsin Mesopotamia 
and olsowhere abroad. ‘Thoy do not come under our plan of regular- 
ization. 

Some years ago wo conceived the idea of trying to lengthon the 
souson for tho production of dates over a 12-month poriod, instead 
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of having it correspond with tho selling poriod, which is really over 
a 4-month period. 

In other words, the dates are brought over lato in tho fall, and we 
have to hold them until the following full. Most dates are sold durin 
Soptomber, October, Novembor, and Decembor, with that long porio 
of holding them from 1 year’s crop to another. 

In the old days wo used to hold them in warehouses, and tho minute 
tha weathor bogan to get a little cold wo would rush thom through, 
bringing about a largo amount of speod and the wastofulness that 
goes with speed, and also some inforiority in quality. 

So we finally dovised a schome of storing the dates undor certain 
temperatures, and so on, whereby wo pack thom at moro or less of a 
uniform rate, from January right through until December. 

That would make our production curve more or less lovel through- 
out the year, whereas the sales curve right after the first of January 
would slump way down and stay down there until September, and 
then go up very high through September, October, November, and 
Decomber. 

Wo have had our plan in effect for about 11 years, with cortain 
ininor objections to it. It has worked, I would say, most successfully, 
Even in the very severe depression years of 1932 and 1933 we reduced 
our working hours from an average of 64 tu an average of 40. 

Mr. Lewis. In your company, then, there was not a great reduction 
in the number of employees? 

Mr. Duaren. Not a tremendous reduction in the munber of em- 
loyees, no. They work less hours, and of course they got less pay. 
hore is no question about that. ; 

We could not afford to take the full effects of the dopression because 

our sales slumped, 

Mr. Lewis. Daring predepression days, when you introduced your 
regularization, was there any violent reduction in the number of 
employees? 

Mr. Draven, Oh, nv. Tho point there was tlhis——— : 

Mr. Lewis (intorposing). I mean during high production times. 

Mr. Draper. Tho point thore was this, that in the old days wo 
vould hiro about 200 employees for 8 months of the yoar, and about 
a thousand employees for tho last 4 months of the year. Thon on 
the Ist of January wo would firo about 800 employees. 

Whion wo put into effect tho regularization plan, wo hired 200 em- 
ployees until about tho Ist of March, and thon wo jumped tho numbor 
to about 600 employees, between 600 and 700, and then from that 
time on kopt approximately that number right through tho year. 

When tho slump came, these 600 employees slumped to—] do not 
like to talk figures without the figures on hand, but I should say 
about 600 employees, some figure around thore, or possibly a fow 

ess, 

Now, thon, thore is not any uso generalizing on this subject simply 
from tho oxporioncoe of one little company. Also, it would be absurd 
to say that these methods can offset the full effects of what happons 
inn depression. Such claims us thoso would be ridiculous. 

On tho othor hand, I think our exporience has shown that to some 
estent, and to a vory real extent, unomployment is a proventable 
disoase. 

Mr. Lewis. That is, chronic unomployment. 
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Mr. Drarer. Chronic unemployment; yes. I approve of that 

word very much. . 
- Mr. Lewis. I think that describes your thought. 

Mr. Draper. Yes; exactly. It is a preventable disease of indus- 
try, and managers of industry can have an effect upon its volume, 
within certain limits. a 

Mr. Cocuran. In your business, what has been the fluctuation in 
the volume of new business, during the depression? : 

Mr. Draper. The volume of new business during the depression 
has been pretty nearly nil. Our sales have slumped, off-hand, I would 
say, about 35 percent, from 1930 to December 1933. ; 

eginning in December 1933 there has been a very decided push 
up in sales, largely, I think, as a result of the measures that the Gov- 
ernment has put into effect, to uphold consuming and purchasing 
power. 
_ Mr. Cocuran. What percentage would you say was the pick up 
in December 1933? . 

Mr. Draper. The pick up in December was for that month, over 
the same month a year ago, approximately 20 percent. And it has 
continued from December right up to the present time in a most 
amazing and encouraging way. 

There a it seems to me, is an argument in favor of payments 
for unemployment compensation, payment to workers, in that the 
consuming power of the workers is to a great extent upheld by pay- 
ments to them in off times, while they are laid off. And I believe 
that has an effect upon the consuming power of the whole country. 

For instance, I think that the money put into the hands of workers 
recently by the United States Government has unquestionably had 
a vey definite effect upon all consuming goods industries. That is 
exactly what this bill 1s designed to do, as I understand it. It is 
designed to help overcome the awful ravages of unemployment when 
men are laid off in large volume. 

Mr. Cocuran. You, of course, advocate the passage of this bill? 

Mr. Drarer. Most enthusiastically. 

Mr. Cocuran. I want to ask you another question. It has not 
come to me, really, from your statement here. This bill seeks to 
provide unemployment benefits for the large group of people that 
produce goods. : . 

Now, we have other groups that are vitally affected by unemploy- 
ment—groups that render services. 

The statement is made that today 3,000 doctors are driving taxi- 
cabs in New York City. Should some measure of relief bo afforded 
such a group as that? 

Mr. Draper. That is a difficult question for me to answer, because 
what reading and study I have given to the subject has been mostly 
in connection with workers in industry. 

Mr. Lewis. There is no pay roll there. ' 

Mr. Draper. There is no pay roll, and there is no way—— 

Mr. Lewis (interposing). There is no one to pay taxes. 

Mr. Draper. No; and there is no way to check that through some 
sort of a central management organization. 

Mr. Lewis. I may say to the gentleman from Pennsylvania 
(Mr. Cochran) that I] had that problem to consider in a much more 
fundamental and radical treatment of this whole subject, and found 
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that the employer-employee relation seemed to be abeolubey essen-- 

tial, if governmental institutional treatments were to be applied, In 

other words, the doctor is still an individualist, and the lawyer is an 

individualist. I shall insert an analysis of the treatment referred to 
pase be22) in connection with Mr. Andrews’ summaries of the 
tate bills. 

Mr. Cocuran. I appreciate that, but at the same time those 

roups—— , : 

Mr. Draper (interposing). Are human beings. 

Mr. Cocuran. Yes, and they are the victims of the hardest part 
of a depression. , F 

Mr. Draper. There is no question about that. ; 

Mr. Cocuran. In tne present depression doctors, dentists, lawyers, 
and ministers have suffered. 

Mr. Drarer. Oh, yes. . 

Mr. Cocuran. And have not received as much as sympathy. 

Mr. Drarer. That is absolutely true. 

Mr. Lewis. The suggestion occurs to me that the clergymen in the 
different church organizations do have their societies, principally 
those in which they take care of the ministers in their old age. Doc- 
tors, perhaps, might find fraternal organizations to be a method of 
treatment of this subject. Of course, the human argument is equally 
strong wherever a human being suffers. : 

Mr. Draper. There is one possible objection to this bill, in my 
mind, Mr. Chairman, and ‘it 1s an objection which could easily be 
remedied. That is the question of the 5 percent tax. 

I must say, as a member of industry, I have seen the efforts of 
many companies and many men, including our own company, to try 
to regain their feet. Five percent would appear to me to be some- 
what too high. : : 

I would think that figure could easily be somewhere between 2 and 
3 percent, and that, even with a tax of 2 or 3 percent, a tremendous 
amount of good could be done in making payments to workers, and 
still have the burden on industry to be somewhat lightened just at 
this time, when so many of us are trying to beat back to normal times. 

That has nothing to do with the principle of the bill, but is merely 
a suggestion as a result of my observation and study. 

Mr. Lewis. Have you had time to go into the statistics of the. 
subject enough to have an opinion as to whether, say, a 3-percent tax 
would be adequate to raise the necessary reserves to meet this chronic 
disemployment at the time when the benefits provided by the act are 
to be come available? 

Mr. Draper. I have. I heard of a study of that matter several 
years ago by Dr. Leo Wolman, whom you all know. It was in con- 
nection with what would have happened in New York Stato if such 
a bill had been in effect for 5 years previous to the very drastic 
depression. As I remember it, he worked it out on a basis of 3 
percent. ’ 

The result of it was, I believe, that something like $60,000,000 
would have been available to the workers of New York State, when, 
as a matter of fact, during the year in which we were then talking, 
I believe only about $25,000,000 had been available to these workers. 
Tn other words, their lot would have been almost three times as well 
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off, and I want to reiterate and say that the lot of the community 
would have been almost three times as well off, because that would 
‘have provided so much more consuming power. 

‘ T hope we will not get away from the argument, which I believe is 
very powerful, that for the most part this money does not stay in tls 
‘hands of the workers very long; it cannot, because they have to 
spend most of it in order to live. Therefore, this fund is gradually 
seeping through the channels of trade, and really helping every one, 
Mr. Lewis. That is to say, it goes to consumable goods entirely. 

_Mr. Draven. Exactly, that is the effect. 

But nevertholess, it has a steadying effect, a cushioning effect all 
along the line. 

I would like to make one other statement, if I may. It has been 
suggested by many people who have been thoughtful about this 
problem—and I am very sure that they are sincere—that the States 
ewe have more time to decide what form of insurance each State 

esires, 
~ But, Mr. Chairman and gentlemen, with all due respect to these 
persons, I must say I am not very much in sympathy with that 
argumont: We have been studying this problem off and on for some- 
thing like 25 years, and it seems to me there is a body of materail all 
prepared, and a body of evidence all worked out, which is available to 
every State, and that therefore it would be a perfectly easy prepeseon 
for each State to study this problem right now, so we could get some 
‘action without delay. So often, even with all these studies that have 
been made, the reply is, we want more time to study it. Then the 
depression 3a by and the whole matter is forgotten. | 
his has been so for the last 20 years, and I am afraid it will continue 
to be so for another 20 years if we do not really crystalize our thought 
and get some action. 

I would urge that the matter not be postponed any longer, but that 
we bring it to a head in the hope that we can get some definite action 
before the next depression is on us. 

Mr. Lewis. We thank you very much, Mr. Draper. 

The next witness this morning is Mr. Hart, of New York. Will 
you please give the reporter your full name, your address, and your 
relation to the subject matter under discussion? 


STATEMENT OF MERWIN K. HART, NEW YORK, N.Y., PRESIDENT 
NEW YORK STATE ECONOMIC COUNCIL 


Mr. Hart, My name is Merwin K. Hart, of New York City, and 
J am president of the New York State Economic Council. 

Mr. Chairman, I have prepared a statement of three or four pages 
in length, which, with the approval of the committee, I will follow 
rather closely, and then be very glad to try to answer any questions 
you may have to ask me. ; 

Let mo say firat, Mr. Chairman, that the New York State Economic 
Council is an organization of members throughout the State of New 
York. We have members in every county, and our object is to im- 
prove economic conditions. Our object is to stimulate employment, 

elieving that if that can be done all of the other benefits we desire 
will flow from it. 


‘we 
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One of our principal objects is to reduce the.cost of government, and 
hence to reduce taxes, but we are keenly interested in every provision 
ue believe will help improve economic conditions throughout the 

tate. 


We object to this bill you are now considering, Mr. Chairman, and - 


we urge the committee that it should not be reported to the House 
and should not be Lee for the following reasons: 

It will lay an additional burden on employers at a time when a 
great majority of them are struggling to bear their present burdens 
and to keep going. - 

It is our belief that a majority of employers, probably a large 
majority of them, have been running in the red on their current 
’ operations for some time, and still are. Many of them have dipped 

heavily into accumulated surpluses; some of them have wiped out 
their surpluses and have been dipping into their capital. 

Some weeks ago a man came to see me in New York, an employing 
printer who had had a successful business for 20 years. He ha 
reached the point where he told me ho did not know how he could 
keep on more than 60 days longer. 

e employed a relatively small number of employees, a dozen or 
15. He mentioned the fact to me that the wages of some of them, I 
forget how many, were about $60 per week. 

e told me that he himself, after having used up his life insurance, 
and making other arrangements to cash in on whatever he could in 
order to keep the business going and to keep his men employed, had 
been able during the year 1933 to draw out an average of only slightly 
over $13 a week for himself and his family to live on. 

What employees of that kind of employers need, Mr. Chairman— 
and J submit that illustration may be multiplied by literally hundreds 
of thousands—what the employees of employers of that kind need is 
not such a measure as this, which would require large burdens on 
their employers; they need to have the burdens removed from their 
employers, so that those employers may get on their feet and go on to 
higher and better economic conditions. 

The greatest assurance to the emproyes of good wages and of proper 
working conditions is for the employer’s business to be reasonably 
pros erous. e : ® ° ° 

I have listened with much interest, Mr. Chairman, to the testimony 
of the gentleman who preceded me, and I dare say that any company 
ie can face the prospect of an additional tax at this time is able to 

0 80. 
I am here today to speak for the man who cannot stand this ex- 
pense. It is true that the vast majority of employers cannot stand 
any additional taxes, and if they have to do so many of them will be 
going out of business alagetnes, with the result that more and more 
people will become unemployed. 

In the second place, Mr. Chairman, this is one of a number of move- 
ments designed to give greater security to the working people. 
Security is, of course, desirable as an abstract proposition. 

But as a practical matter, not even the Government can guarantee 
security to all the people; because the only way by which the Govern- 
ment can get the means wherewith security can be guaranteed is from 
the people thomselves, or from some of them. 
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Such a bill as this tonda to make many pooplo fool a groator rolianco 
on tho Govornmont. Whiatis nosdod to bring us out oft thia dopression 
ia for tho groatest possiblo numbor of pooplo to know fully that thoir 
boat rofianco is still on themselves. 

In tho third place, Mr. Chairman, two puomyroy ment insurance 
~ firoposals now before the legislature of my own Stato of Now York 
would place the presont unemployment benefits at not exceeding 
$240 por yoar, in most cases loss. That amount, Mr. Chairman, is 
a enoue to lnat any inan with a family more than on fow weeks 
at best. 

Most porsons show by their snvinga-bank doposita Gint they are 
ablo by thonselves to make na vine of at leant this amount, if they 
are ablo to have employment at all. 

Such an amount would be wholly inadequate, however, for such 
a depression as the present one. Tt would be impossible for most 
of the amaller business concerns today to pay their employees enough 
to xot up the reserves called for by these rather relatively moderate 
Now York bills. lt would ho entirely impossible for Chom to ret 
aside cnongh fora really adequate reserve. 

I happen to be interested in a small business concern. employing 
a fow hundred people, which has been carrying on for years, paying 
no dividends whatever to ita stockholders, either preferred or common, 
but all the time giving omployment. But DT happen to know that at 
tho present time the managoment of this company is still confident 
thoy can carry it through, and while that confidence is being main- 
tained, that company, T repeat, is continuing to give employment. to 
Home hundreds of people. But they are still confident they can carry 
itthrough. And yet, they have been in the position whore, to inereaso 
substantially the burden they bave to bear, such as this would do, 
might be enough to put that company out of business and to make 
tnemploved those hundreds of people now receiving cmployment. 

have in mind a concern in the State of Now York about which I 
know something, which has been carrying on for somo years past 
jay ing no dividends, but paying wages, carrying on solely because 

hoir employees to the number again of some hundreds have heon with 
thom in most cases more than 10 years, and in many cases more than 
20 yours. And in order to carry them on, the officers of both of those 
coneeras have been for some yoars past drawing no salaries whutso- 
aver, ‘Thoy are not, moreover, alono among omployersin the United 
States by any means, 

Jn the past 2 years, Mr. Chairman, savings bank deposits in tho 
United States have been reduced, T understand, about 26 or 28 
percent, Tho surplus of many employers, corporations and indi- 
viduals ins been reduced through paying wages while muking no 
money, or nelually losing monoy, 

Avin niatter of fact, we have today, Eamaintain, Me. Chairman, 
witespread unemployment insurance in tho United States in these 
large corporate surpluses of employers upon whieh wo have been 
drawing to pay wages during the dopression, and this is one of the 
grent reasons why they have been accumulated, to bridge over 
those clopressions which alwaya have happened in the past, and which 
perhaps will always happen to a greater or loss oxtent in the future. 


va 


UNEMPIOYMENT INBURANOE 201 


Much is said in tho hoadlines of the newspapers about the unom- 
ployod, and deservedly; but not onough ia said about the employera 
who have kopt their men and women workors on, oven though thoy 
havo beon for a long tine deep in tho rod thenelvea. 

Our last objection, on principlo, to this bill, Mr. Chairman, is that. - 
it in an attompt to foist nection on the States in a mattor with rospoct 
to which, apparontly, the Fedoral GCovornmont is unablo undor tho 
Constitution to act directly itself, 

Mr. Lewes. ‘That is not admitted on iny part, sir. 

Mr. Han. Tam not a constitutional Inwyor, Mr. Chairman, al- 
though | practiced law for a number of yoars somo (imo ago. 

The Coamman, You could ensily got the reputation of boeing ono, 
Mr. Hart, by reading the Constitution for a few hours and thon talk- 
ing thereon for days, 

Mr. Want. Mit fam refraining from doing, Mr. Chairman. 

tn viow of the dotailed conditions for credit allowances sot forth in 
section 3 of this bill, tho bill is tantamount to an attompt by the 
Federal Congress to write tho Inws of tho various States. Tf tho 
edoral Governmont can thus, in effect, write a Stato law in this 
matter, itis difficult to seo why it cannot write State laws in other 
matters. Prosontly thore would bo little further nood of our Stato 
legistntures, ‘Tho spirit. of tho Constitution would have beon violated, 

PE have somo other brief comments | would like to make, Mr. 
Chinirnian. 

Mr. Lewes. Your Sieeenin as to the imposition of this tax, say 
if it were 6 porcont, is that it would amount to a 6 percent incronse 
in wages, whore applied? 

Mr. Water, Exeopt as it was reduced by the credit allowance, 

Mr. Lewis, And thata manber of employers are in such a situation 
that they could not mako tint increase in the form of a wage inerenaso, 
Bat if the burden is mado equally applicable to all, would it not go 
into the price? 

Mr. Uant. Mr. Chairamn, in tint Git would bo the result; and 
yet, if we were to trent all of the people in the United States in the 
sate way, by the dime wo had tinishod treating Chom all in dhe same 
way and had raised ap the wages of all —and you have likened this 
fo the raising of wages --wo would bo where wo started from in dhe 
hoginning. 

Chis bill doos not apply to agricultural omployoos. FE presumo that 
exception is made to favor tho farmers. 

Mr. Lew. No, FP Chink it is naide on the same basis as for tho 
doctors, and for tho same reason that the doctors, of whom Conpress- 
man Cochran has spoken, are not included. Somo individuatisn still 
remains on the farm. 

Now, just another suggestion with regard to the situation of tho 
person who would have this tax to moot. 

Tho coal-mining industry, with which PF happen to be familiar from 
oxpesionce, until this recent coal-eartel orgenization, was running in 
the ved, that is, the bituminous-coal industry, from about 1026 on. 

If workmen's aceidont componsation had been delayed in the eonl- 
mining Stuter until 1926, the coal operators would have mado tho 
ne anguent Chat is boing made here. 

Ido not know the figures complotely, but some figures TE have 
recently xeon indicate Chiat about 3 poreont of their costs go to work- 
mon’s acchtont componsation dobits, 
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- And yot there are perhaps no employers anywhore who would not 
ropulse you with disguat if you now proposed that no compensation 
shall go to tho victims of accidents. 

Tho omployers of the United States to whom this bill would be 
applied, while doubtless, in somo cases fallen into insolvoncy are by 
- no moans in tho situation in which the coal mines were bofvre tho 
N.R.A, movement. 

Mr. Haut. Mr. Chairman, of course, workmen’s compensation 
laws wero not a wholly now thing. Thoy took tho place of the old 
employers’ liability, and that law cost the employers a pretty sub- 
stantial sum. 

Mr. Cocuran. Right thero, let mo ask you this question: Have 
you any statistics to show tho relation between the cost to employers 
undor thoir former liability for negligence and the cost to employers 
under workmen’s compensation liability? 

Mr. Harr. 1 have no such data hore; 1 did not como prepared to 
discuss that, of course. We aro gotting a little bit aside from tho sub- 
ject. I have no such figures. . 

Mr. Lewis. Speaking from my own oxporience in conl mining, 
which oxtended to some 14 years in the mines, and then some 20 years 
of law practice following my mining experience, I can recall only one 
caso in which a liability for delinquoncy on tho part of the omployer 
could be fairly attributed to him. ‘The accidonts wore truly accidents 
and no one was morally to blamo. 

Employers’ liability, it is true, cost the omployors heavily at times 
becauso of the wars that had to be conducted through the courts 
but this cost to the employer boro no relution to the miserably small 
proportion that went to the victim himself. 

Mr. Hart. There is no question about that, Mr. Lewis. But | 
was speaking of the burden on tho employer. 

But if I might say a word moro about agricultural omployeos. Wo 
all boliove that in the last analysis the farmers will pay a largo part 
of tho cost of this bill. 

Mr. Lewis. In tho price? 

Mr. Hart. In the price. 

Mr. Lewis. If they pay it, tho employer is not paying it. 1 am 
not meaning to give you a smart answer, Mr. Hart. 

Mr. Hart. In the first. instance you said you belicved it would bo 
absorbed in the price. If it is, and if the estimate I have scen put on 
tho yield from this 6-percent tax of a billion dollars is correct, it would 
seom to me, oven after the deduction of the allowable credits, tho 
farmer, to whom this docs not apply, is going, through the prices he 
pays for the manufactured goods he consuines, to pay a very large 
part of the cost of this bill. 

Tho Government is trying to add to the income of the farmers by 
increasing the prices of what the farmer produces. ‘This bill would 
tond to offsct. that by increasing the cost, as other measures proposed 
havo done, of the things for which he must pay. 

Mr. Chairman, 1 have two or three more points which 1 would like 


to present ; 

his bill will lead to an increase in bureaucracy in ordor to adminis- 
ter the act. Thero would have to be a great host of fiold representa- 
ee i check up the laws of 48 States, and to insure complianco with 
hose laws. 
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Yestorday, Mr. Chairman, tho New York Stato Legislature, for 
tho fourth timo, defeated tho economy bill for Now York City. The 
chairman of the school board of New York City, Mr. Ryan, yesterday 
stated that if somothing were not dono to bring roliof in tho city of 
New vont, Now York City would closo a substantial numbor of its 
schools. 

At the presont timo it is oponly stated that thoro aro $250,000,000 
of taxes in arrears in tho city of Now York, more than one half of all 
of tho tax burden of tho city of Now York. 

Mr. Lewis. How. much? 

Mr. Hart. $260,000,000, or more than ono half of the tax lovy for 
tho curront year. And that is growing. 

In tho adjoining county of Westchester, until vory recontly--1 do 
not know whother it has beon corrected-—the city of Yonkers had 
had no monoy with which to pay its omployess for somo months past. 

In othor words, I pet point ont, in passing, that in the State of 
Now York, supposedly one of the richost States in the Union, that is 
tho condition wo are facing at tho present time. And the thing that 
has stood in the way of the cconomy bill in Now York State, it is 
openly admitted and stated in an editorial in the New York Times 
this morning, is tho oxistence of that organized bureaucracy. What 
will thoro bo to provent the additional public employees added by 
this bill from organizing in the same way to stand against tho intor- 
osts of tho taxpayers of the country? 

The dill, as it is at the present time, would include employer 
organizations not operating for profit, of which there are a groat 
many, such as civie organizations of various kinds. 

I protest, Mr. Chairman, against the prohibition in the bill against 
any employer directly or indirectly insuring his liability to pay eom- 
pensation in any private insurance company. One of the most suec- 
cessful and one of the most useful types of private business in this 
country is the business of insurance. Wo have insurance com- 
panies in this country that cover the whole country, and, in fret, 
practically the whole world. ‘Phere aro many tens of thousands of 
peaple engaged in the insurance business. 

Why striko in a statute at the right of an employer, if he decides 
that it is for his own interest, to have his insuraneo in private com- 
panics? 

You do not have in the bill, Mr. Chairman, any objection to self 
insurance, and I submit, equally, there should be no objection to 
Instirance in private companies. 

Lastly, Mv. Chairman, I submit this, with as much earnestness as 
T can, that wo oppose tho principle, especially at this time, of tuxing 
emloyers for giving employment. Thut is what this bill does, 

Thore is probably no greater need at the present time than tor 
opportunity of employment. Through a long period in our country 
both law and publie opinion reflected the universal approval and the 
good will folt toward those capable of giving employment to men and 
women who needed jobs. Yot, the imposition of this tax would bo a 
complete reversal of that attitude. It would indicate cithor that. 
enployment is held undesirable and should be discouraged, or else it 
could properly be considered as an attempt to penalize unemployment. 

In conclusion, Mr. Chairman, I want to say I betiove that this bill 
dol a if enacted, tend to hold back the recovery that I beliove is 
under way at tho present time. 
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I believe there are several million employers, large and small, in 
this country who can be depended upon in their own self-interest to 
hasten recovery, and I urge very strongly, on behalf of my organiza- 
tion, that this bill be not passed, for the reasons I have stated. 

(Thereupon, the committee took a recess until 8 p.m., the same day.) 


EVENING SESSION 


The subcommittee reconvened pursuant to the taking of the recess, 
Hon, David J. Lewis presiding. 

Mr. Lewis. The subcommittee on unemployment insuranco will 
now resume its session. Is Mr. Willard, of Worcester, Mass., here? 

Mr. Wituarp. Yes, sir. 

Mr. Lewis. Will you take the stand and please state your residence 
and your relation to this subject, Mr. Willard? 


STATEMENT OF FRANK H. WILLARD, WORCESTER, MASS., PRESI- 
DENT, GRATON & KNIGHT MANUFACTURING Cd. 


Mr. Wittarp. Frank H. Willard; president, Graton & Knight 
Manufacturing Co., Worcester, Mass.; also a member of the oxecutive 
committee of the Associated Industries of Massachusetts, and past 
president of the same. 

Mr. Lewis. Now you may proceed, Mr. Willard. 

_Mr. Witzarp. I am appearing in opposition to the Wagner-Lewis 
bill, H.R. 7659, entitled “Unemployment insurance”. It proposes to 
levy an excise tax upon employers and for other purposes. What 
other purposes does not secm to be indicated and it is rather vague. 
I do not understand it myself. : ; 

There is no statement of how the income from this tax is to be used— 
whether it is to bo used for the relief of unemployed, public relief, or 
river and harbor bills, or whatever it may be used for. Apparently 
industry is being assessed for an amount of money here which is not 
tagged and, therefore, is subject to any disposition that may be estab- 
lished for it at some future period. 

Ostensibly the intention of the bill is to force State governments 
to pass laws that will establish reserves which may be used for the 
relief of the unemployed in times of depression. At least, that is what 
I understand the intention of it to be. It seems to me it is not neces- 
sary, because there is already a wide-spread interest in many States 
for proposed laws being written and there are many different laws 
being proposed at the present time in various States, such as Massa- . 
chusetts, Ohio, and, of course, Wisconsin has theirs. I believe our 
association has a record of some 15 States that are interested in this 
subject already. ; ; 

his bill adds to the already excessive load which rata is re- 
quired to carry Lert g various rules and regulations of the N.R.A,, 
of which I approve. I think that has been a very good thing. But, 
notwithstanding that fact, it is an added load for industry. It in- 
creases the cost of production, absorbs much needed working capital 
which has been badly depleted or, perhaps, entirely obliterated during 
the pee 4 years, and it is likely to be the last straw that will put man, 
of the marginal companies out of business, especially where labor is 
the major part of the cost of production. These companies are 
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struggling; they do not know just where they are going to get off 
what they are going to do and how they are going to carry on, an 

there is any quantity of cases where the working capital has been 
entirely consumed to keep old and valued employees working to a 


prnater or less extent and to enable them to support families, and this = 
i 


as been done with the very best of intentions to sharo work and 
spread omployment and help men retain their self-respect. But it is 
a fact that it has in many cases left the employer in a very precarious 
position so far as the position of his business is concerned. 

Some of the small units of industry haye no bank credit, partly 
because the banks‘ have been closed—rightly so, undoubtedly, in 
many cases; but, at the same time, closed, and part of these people’s 
capital is tied up in the closed banks where they cannot get it out, 
and some of them have even had no bank credit, but carried on their 
business from week to week and month to month, providing employ- 
ment for a considerable number of people, and running a business 
which netted the araployer some reasonable income—not large, by 
any means; but, at the same time, he undertook and furnished em- 
ployment in his geographical location. ‘Today they are at their wits 
ends and do not know just what to do next, and many of them are 
closing up and they and their employees also will join the army of 
unemployed. They are numerous and they employ many workmen 
in the aggregate. ; ; ; 

The bill, to my mind, tends to consolidate industry into larger 
units through the elimination of the smaller units. These larger units 
are concentrated in the larger centers of popuetion and this elimi- 
nates the very desirable and economic small unit in the rural districts, 
where it is much needed for the employment of those who need work 
outside of their agricultural or other interests. So that, to that ex- 
tent, it does not promote the intentions of the National Industrial 
Recovery Act. ; 

_ It tends to retard the increase of pay rolls, because of the absorp- 
tion of this amount of money for taxation purposes; it retards the 
increase of employment also. It is a permanent tax, with no limit 
regardless of economic conditions in general or of the individual 
company. In other words, it may be the last straw, as I said before, 
that puts this company over the line into bankruptcy. 

That is what I have to say in regard to this particular bill. I 
think the tax is excessive, more than it should be by any means, and 
I do not think it should be reported to Congress or passed. 

Yow I do not wish to have it understood that I am uetnitely set 
against unemployment insurance, if it is properly set up, and we have 
under consideration in Massachusetts at the present time what is 
known as the King bill. This bill provides for conditions which I 
think are much superior to many that have been developed in regard 
to this proposed Federal law, and I hardly think it would be possible 
to operate o Federal law under such conditions as are proposed. I 
do think, if we are to have unemployment insurance, that a State 
proposition is much better than a Federal law. 

Mr. Lewis. May I ask whether the King proposition would be per- 
missible under the provisions of this bill? ; 

Mr. Wittarp. I am quite sure it could. It is not exactly per- 
missible today, but I think before it is passed it is likely to fall in line 
with the requirements of this bill. I have some comments to make 
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‘on it here, which I think will be of interest to you and one of them 
is that it provides a definite limit of liability, in that it requires a 2- 
percent contribution from each employer for each employee, up to the 
time when there is an accumulation of $50 per employee in this fund. 
After it reaches $50 and from there up to a maximum of $75, the 
_ employer may contribute 1 percent for every employee. If at any 

time there are withdrawals from the fund, when it reduces the fund 
to $40 per employee, the employer must then again begin to pay 2 
percent, and then 1 percent, until the fund is recouped to its original 
maximum sum, 

Now, these funds are retained by the State under suitable control 
of the State comptroller and the State treasurer, and the supervisor 
of the industry and labor board of the State, and they are main- 
tained as a fund applicable to the unemployment of the individual 
employer who contributes the funds. His employees and no others 
can benefit from them—therefore giving an opportunity for an 
employer who plans the operation of his plant in such a manner as 
to create the least amount of unemployment, or to stabilize his 
employment—an opportunity to benefit from the efforts which he 
puts forth for that purpose. ; 

It requires naturally an effort to carry on production through 
slack periods and to level out the seasonal fluctuations, with some 
additional capital or investment in inventory and the consequent 
risk in regard to inventory that comes about from carrying a larger 
inventory than usual. During the past 3 or 4 years, in some cases, 
that is considerable risk and, at other times, naturally there is 
a profit from it if you happen to strike the right time and sell out 
your inventory. But, altogether, it is a risk in business which I 
think is warranted not only for the good of the employees, but also 
for the economic good of the employer. It is a good thing to have 
a steady production and to keep your hands employed and keep 
them busy and able to retain their skill, rather than have them laid 
off and lose that skill and come back and start all over again, which 
is the maximum injury that might come from such actions. So that 
I feel this is a particularly desirable feature of the bill. 

It provides opportunity for voluntary plans to be set up by the 
employer if he so desires, with a contributory plan for his employees 
if they so desire. These two funds are kept separate and under the 
supervision of the State and the plan which the employer’ sets up 
under those conditions must comply in every respect with the re- 
quirements of the State plan. But it does provide, if the employees 
so desire, an opportunity to save some money against a rainy day 
and have the security of State supervision and, in Massachusetts, 
it comes under restrictions that are similar to, those of the Massa- 
chusetts savings banks laws, which are very stringent and sound, _ 

So that it is a fund which the employee can feel fairly satisfied will 
be available for him in time of need. This would only be a voluntary 
proposition on the part of the employees and only be through coopera- 
tion between the employer and the employees. It does not saddle 
industry with the expense of punts relief which, to my mind, industry 
should not be saddled with; because there is a social liability for un- 
employment that distinctly belongs to the public to provide for and 
take care of. It should not be saddled or put on industry. 
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It maintains the maximum of desirable contact between the em- 
ployer and the employee and it is our feeling that that is a very desir- 
able contact. I know that is not in style down here just now; but,. 
at the same time, a large number of us employers have found it profit- 
able and desirable to know our employees, where we are small enough 


to know them, and to be able to call them “Jim,” “John,’’ and so... -. 


forth, and we think we get better results out of it and certainly have 
a Happler family, and we want to preserve that contact and that 
attitude between employer and employee in every way it is possible 
to preserve it. Many of us have grown up together with our em- 
ployees and probably you understand what that kind of situation is 
and how much it strengthens the organization. 

There is in_ this bill provided a definite incentive for the employee 
who is laid off to seek employment elsewhere, under these conditions: 
Assuming that the unemployment relief is $10 a week and the em-- 
ployee being laid off can go out and get a job at $6 a week, he only 

as to credit $3 a week, or one half of that, against the benefit he 
receives from the unemployment fund; so that, whereas he would get 
$10 when he was laid off, or without work, he would get $10 minus 
$3 and plus the other $6, leaving him $13 net for his week’s work. As 
I say, that provides an incentive for him to get work and to keep busy 
whenever he can, with all probability of coming back to his original 
work when the opportunity presents itself. a 

So that I feel that bill is, in those respects, much superior to this 
proposed bill and, as I said before, I am free to admit that probably 
a bill of that kind would not be workable under Federal con- 
ditions. But this is one of the cases where I think State operation 
would be much better than Federal operation for a plan of this kind. 
And another advantage in it is that ono industry is not saddled with 
the inefficiency of another industry; that is, there are industries that 
are necessarily of a seasonal nature and the stabilization of employ- 
ment there is a risk of that particular industry and, to my mind, 
should not be saddled on to other industries. 

Mr. Lewis. [s this King proposal in print? 

Mr. Witvarp. Yes, sir. 

Mr. Lewis. I think it might be well to send some copies of it to 
the committee. 

Mr. Wintarp. I have one copy here, which I would be very glad 
to hand to you. . 

Mr. Reep. Could that be put into our record, Mr. Chairman? 

_ Mr. Wittarp, I would be glad, if your secretary will give me a 
list of your people and how I can reach them, to furnish them with 
copies of this. 

Mr. Lewis. He will do that, and there should be a subject analysis: 
of this, I fancy, somewhere. 

Mr. Witvarp. Mr. Chairman, there are several other things in 
there. There is a short description of the particular benefits of. this 
bill, some of which I have been telling you about. There are also in 
there some provisions for the aupervenn of private employment 
agencies, which has been proposed by this commission, and the: bill. 
itself considerably shorter than the pages there represented in tliat. 
pamphlet. 

_ Now, we have in Massachusetts a few other things that are of: 
interest in that respect. I do not know whether you are familiar: 
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with the Massachusetts savings-bank insurance plan, where there is 
an insurance that is provided without the expense of solicitation on the 
part of salesmen, or collection on the part of collectors, and it is 
operated through the various savings banks, who become agents, 
and those who wish to take out insurance, under this kind of plan, 
- can do so at very small expense by having an examination, taking out 
a policy and going to the bank and paying their premiums at the 
regular intervals that are required. 

We, in our particular business, have a credit union which is under 
the same regulation as savings banks are, and our credit union, as it 
does in many other plants there, carries on this bank life-insurance 
work and makes it convenient for the employees in the plant to get 
this insurance. 

Now, this insurance is subject to the payment of cash values as 
any good insurance is; is subject to loan the same as other insurances 
are and, of course, as it accumulates, it provides a nest egg against 
unemployment, old age, or unusual or unexpected sickness, and 
emergencies of that kind. ; ; 

Justice Brandeis prepeated this idea and even weary is putting his 
hand in his pocket and supporting some of the activities in regard to 
it, and he made the statement it did away with the necessity of old- 
age pensions, and so forth. Well, for those who have it, that can 
develop, that is true; but, of course, there are those who cannot pass 
the insurance requirements, and it would not be true in regard to 
them. But it has its advantages in that respect and offers an oppor- 
‘tunity for the accumulation of income or savings that are helpful 
under those conditions. Se ane ok 

Now there is another angle to this situation in regard to a Federal 
bill, which I want to call attention to, and that is the provision of 
5-percent assessment on the pay roll, together with the provision for 
charging up against that or, rather, for deducting from the Federal 
assessment such amount as we pay to the State, under the State 
assessment, provided the State bill is approved by and in line with 
the Federal requirements. In Massachusetts, this 2 percent which 
the King bill provides for would be in that class. ‘ 

But the interesting part of that situation to me—and the point I 
think is very important—is that Providing we are operating a fairly 
steady industry or plant and we accumulate, after a time, the 75 
maximum dollars that are required, from then on, we make no con- 
tribution; while, under this Federal law, as I understand it, we would 
have, after that time, to contribute the full 5-percent assessment re- 
quired by the Federal law and to continue to do so until our $75 fund 
was depleted to the point where we would begin again to contribute 
to that, when we could deduct that contribution. | 

It seems to moe that is somewhat an unfair situation and some 
amendment should be applied there that would relieve us of the 
liability for this Federal contribution whenever we have complied 
100 percent with the requirements of the State contribution. 

r, Lewis. That is in addition to the provision now made fora 
reduction? 

Mr. Wituarp. Yes. tes 

Mr. Lewis. Based on regularization of the employment? 

Mr. Wiwtarn. Yes. 


= 
.} 
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Mr. Lewis. That: there should be another reduction, possibly, 
based on the completion of the fund and the absence of necessity for 
the collection of so large a tax; is that theidea? 

Mr. Wittarp. Yes; I think so. Frankly, I think wo all feel that 
these contributions to unemployment funds are not adequate relief 
for real unemployment. They may do for a short time, for a few 
weeks, 10 weeks, or something like that, which is proper; but, if we — 
run into an es ear unemployment, they would be entirely in- 
adequate. Therefore they are, to a considerable extent, intended to 
bring about stabilization of employment, on the part of the employer 
and to level out his productive work, or equalize it, over periods of 
time, and gave fluctuations of employment. 

Now, if that is the case and it does accomplish that, it seems to me 
he has done his duty and he has provided an insurance or reserve 
such as required by $76 in the case of Massachusetts, through which 
he has complied 100 Bee with the requirements. After that, it 
seems to me ho should have no further liability, either Federal or 
State, until unemployment depletes his contribution. It seems to me 
that is a reasonable expectation. 

I think that is all I have to offer in regard to this. I did not dwell 
very long on what I call the ‘‘delinquencies” of the Federal proposi- 
tion. I think there are a good many holes init. I do not know but 
what there is some merit in it, although the fundamental wrong with 
it is that it is a Federal proposition, to my mind. And, if that is 
wrong, then really the rest of it does not apply. 

{r. West. Do not you think as a matter of fact, there is some 
advantage gained by having an encouragement, through this form of 
legislation on the part of the Federal Government, given to the States 
to adopt their own measures? Do you not think that that feature 
might justily the enactment? 

Mr. Wittarp. It would not seem to me that the assessment of 5 
percent on the pay rolls of a State, paid into the Federal Government, 
would be very much encouragement to the State to pass a law, 
excepting as they might get a little relief, 2 or 3 percent, if there is 
that differential. It is a little of a task. Really, would not you call 
it somewhat of a forcing measure, rather than encourasementt 

Mr. West. Well, would you have the State plans adopted if this 
plan rested merely upon voluntary effort? 

Mr. Witrarp. I think public opinion or perhaps, we will say, 
labor opinion—and, when I say “labor opinion”, I do not mean 
necessarily organized national labor unions, but I mean the opinion 
of labor in peeing the influence of labor on our State legisla- 
tures, if it is necessary, will bring about the passing of such laws. 
And f will go further than that and say that I think a great many 
employers are recognizing a certain amount of liability there and 
looking i oeby upon a plan of this kind. 

Now, I have been president in 1932 and 1(:33 of the Associated 
Industries of Massachusetts and we have studied this unemployment 
insurance law. In fact, we and our industrial relations committee 
have sat in and done a great deal of work with the commission in 
trying to bring about a law which seemed to us to be fair and equitable 
and adequate for the work which it was intended to do and, in my con-. 
tacts with the membership and executive committee of 40 men who 
are representative of the industries of Massachusetts, I have yet to 
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find any one who was absolutely and entirely opposed to it. I have 
found some who questioned the wisdom to some extent, but I found - 
® great many who approved of the idea. So I do not think there is 
the danger, perhaps, that you think, that there will be no laws 
whatever passed. 

Mr. West. You think recent experience with unemployment has 
developed a more favorable or sympathetic attitude towards the 
problem? 

Mr. Wituarp. I think so; yes sir. 

Mr, West. What do you think the rate ought to be, if there were 
& Federal law? How high should it be? 

Mr. Witarp. It certainly ought not to be more than somewhere 
between 2 and 3 percent. ; 

Mr. West. You speak of the burden—— 

Mr. Witxarp. It is quite a heavy load. Now, I have forgotten 
what percentage of our industries would range in between, we will say, 
10 men, or 100 to 160 men, which is not a very large industry; but, at 
the same time, a very large percentage of them are these small manu- 
facturers I speak of who have little factories. I will speak of my own 
section, because I know it. In the rural districts of the State of 
Massachusetts, Maine, New Hampshire, and Vermont, they employ 
the mon folks in the winter and employ the women folks more in the 
summer, sometime when they can spare the time, and it is a really 
definite, desirable, and necessary income for these peop, It helps 
them to build up their income for the year in cash. If you know any- 
thing about a New Papiand farm, you do not get a farm until you clear 
off the rocks and build a lot of stone walls, and one thing and another, 

and get a chance to plant a few potatoes, and soon, You do not get 
very much cash income out of it unless you can do it in some such way. 
So the rural communities in that section of the country are just full of 
these little industries. 

Mr. West. What is the percentage of labor cost in production 
gag Ta ae approximately? 

Mr. Wixarp. It depends altogether on the character of the article. 
For y sant a the manufacturer who is turning out those bundle han- 
dles for Woolworth & Co., and many of these organizations make 
small parts for automobiles, refrigerators, or something of that kind, 
and run screw machines, perhaps, and in that the percentage of labor 
is very large, maybe going as high as 50 percent or more. I am just 
guessing there, because I do not know. 

In our industry, we manufacture heavy leather for sole leather, 
transmission belting, and those kinds of things. There is a product 
which sells anywhere from 50 cents to $1.60, according to whether 
it is manufactured, or turned out.as a hand product. Our labor is a 
small proportion, no trouble at all. Frankly, we would absorb the 
most of this insurance cost, possibly; but that is impossible for a 
manufacturer whose labor cost is a very large percentage, as it is in 
many metal industries—great foundry-working industries. Whereas 
up in that country wood don’t cost much of anything—you just chop 
down a few birch or maple trees and make them up into these various 
products—labor is the major part of it, and this proposition might 

- swamp easily that kind of an industry. ieee 

Our country is full of that kind of industry. Connecticut has a 

lot of them. I think you will find them scattered pretty well around 
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the country. I know in our membership list of the Associated Indus- 
tries of Massachusetts, during this slack period running from 1929 to 
1933 and down to the beginning of this year, at about every meeting 
we would have a list of companies who had discontinued their mem- 
bership and very often many of those, perhaps 50 percent of them, 
would be cases of ‘‘gone out of business”; “gone out of business”; 
“gone out of business.” Now, it was done by the depression, but it 
also indicates there are a number. of marginal groups of people who 
have not gone out of business, but who are in a position where, if a 
much larger load is applied to their already expensive set-up, it is 
going to put them-over the line. . 

I am not by any means one of those defending the sweatship idea; 
I am 100 percent for any regulations the N.R.A. has set up, such as 
minimum wages, maximum hours, and so forth; but I think, after we 
have done that, we ought to go on and give them a fair chance to make 
a living and to make some profit and recoup this working capital they 
have expended during these years, and get back on their feet again. 
And they will do it, if given achance. But, frankly and honestly, as I 
see things going on in Washington, it seems to me almost as soon as 8& 
man gets a little confidence and feels he is getting somewhere, some- 
thing comes along and he is right up against it. I do not want to be 
pessimistic, but that is the impression a fellow gets when he reads the 
newenapete and come down here once in a while. 

Mr. ReEEp. What percentage of the membership connected with 
the ates Industries would you say favors the King bill, in 
principle 

Mr. Wituarp. It is very difficult for me to state that, Mr. Reed. 
We have about 1,200 to 1,500 members; there aro about 40 members 
on the executive committee, and we have held meetings this last week 
or two in 5 or 6 different centers around the State and, in talking with 
the chairman of our committee before I came down here yesterday 
he indicated to me that with rare exceptions the men who had attended 
those meetings spoke favorably of the King bill. And he said he had 
not in mind a smate member—I think there was-one member, pos- 
sibly, who originally objected to it, but I do not think it was either a 
stand-pat attitude or a favorable attitude toward the plan 

Mr. Reep. I understand the King bill is in operation. How long 
has it been in operation? 

Mr. Wittarp. It has not been passed yet. 

Mr. Reep. It is just proposed? ; ; 

Mr. Wituarp. It is now before the legislature and hearings were 
held yesterday and it will be subject to hearings now from time to 
time for a week or two yet. . . 

Mr. Rerp. So far, has very much opposition developed to it? 

Mr. Witzarp. I do not know of very much, I was not able to 
attend the meeting yesterday, because I had to come down here, and 
1 have had no report from that hearing. But my impression is that 
there will be very little strong opposition to it. 

Mr. Reep. In the hearings so far have they presented the plans of 
England and France and Germany and other countries? 

Mr. Witiarp. Well those plans have been studied and gone over 
very carefully. Stanley King is the president of Amherst College and 
he is formerly a manufacturer in the shoe industry with many years’ 
experience, and Harry P. Kendall was on your Industrial Advisory 
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Board down here as a cotton manufacturer, and has very liberal ideas 
in regard to matters of this kind. I do not remember the other mem- 
bers of the commission, but they were men who would not carry 
through a plan of that kind without giving it the most careful study 
and I am sure that they have studied all of these plans. 
know our own industrial relations committee, which consists 
- practically entirely of industrial men in our plants who look after the 
pereonpel they are men of wide experience who meet regularly all 
hrough the year for the discussion of industrial matters from a per- 
sonnel point of view; so that their experience and advice is valuable 
and of a reasonably fair and liberal type. 
_. Mr, Regn. From your study of the King: bill, you are heartily in 
favor of that bill, are you? ; 

Mr. Wittarp. Yes, sir; I would favor the bill. I am on the com- 
mittee that studied it during the year and our entire committee 
unanimously favors the bill. 

Mr. Reep. Would that bill stand alone and operate in a practical 
oe if you would have the particular type of bank set-up you have 

ere 

Mr, Wittarp. Oh, yes—excuse me; perhaps I did not clear this u 
for you. That bill has no tie-up at all with the savings-bank life 
insurance which I mentioned. 

Mr. REep. You mentioned it, and I wondered—— 

Mr. Wizttarp. No. The bill is in the hands of the commissioner of 
industries, of labor and industry, of the State, an official of the State, 
and he, together with the comptroller and the treasurer of the State, 
have charge of the investment of the funds and those funds have to be 
invested in Government securities of one kind or another, or State 
securities, that are ooy marketable-and can be put on to the market 
without disturbing market conditions of other securities, and so forth. 
I helieve 40 acon of it is required to be kept available in the Federal 
Reserve bank in cash or in some bank where they can draw interest, an 
approved bank, where the money is supposed to be safe. 

ow, the savings-bank life-insurance plan is an entirely different 
roposition and entirely separate from that. It was fostered by Mr. 
ward Filene and Justice Brandeis, and other men of their type 
many yenr ago, long before there ever started any discussion o 
unemployment insurance, as far as I know, and it has been working 
for a considerable length of time and there are a large number of em- 
ployees in the State of Massachusetts who are now carrying insurance 
under that bill at a great saving over the former expense of carryin 
insurance. And those two are not in any way connected. They, o 
Couns are related, because they both try to accomplish similar 
0 ec ves, 7 
r. Reep. Under the King bill, does the employer come into it 
voluntarily, or is he forced into it under the law? 
_ Mr. Witvarp, No, itis compulsory; and I believeitshould be. Ican 
imagine a lot of employers who would be willing voluntarily to do it, 
but I know it must be compulsory to bring manufacturers in who 
would not otherwise come in as they should. 

Mr, Reep. As applyin to the manufacturer, iow many employees 
must he have in order to bring him under the plan? 

Mr. Wittarp. Ten or more. 

Mr. Lewis. Thank gu very much indeed, Mr. Willard. Now we 
will have Dr. Edwin S. Todd. 
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STATEMENT OF DR. EDWIN S. TODD, PROFESSOR OF PUBLIC 
FINANCE, MIAMI UNIVERSITY; OXFORD, OHIO 


Dr. Topp. My name is Edwin S. Todd, professor of Public Finance, 
Miami University. , 

My interest and my opposition to a general unemployment insur- 
ance bill of any kind is owing very largely to my experience in Great 
Britain and in Germany. I spent all or rather a part of each year 
1931 and 1932 in Great Britain, and several months in Germany, at 
the close of 1931. I should like to address myself, with your permis- 
sion, to this question: Whether an unemployment-insurance measure, 
that is, a general unemployment-insurance measure, is economic 
and fiscal or, rather, whether there is fundamental soundness from 
an economic and fiscal standpoint to the proposition that unem- 

loyment insurance is the only or even an effective means of prevent- 
ane wodenurena industrial depressions. 

nless I am greatly mistaken from my reading of the press duri 

the last few months—and you will set me right if I am mistaken— 
am very sure that the ordinary man on the street has the notion that 
in some way or other a general unemployment-insurance measure will 
be very effective in preventing and doing away with widespread 
industrial depressions. _ ; ; 

Mr. Lewis. I think little time need be spent on that. It is gen- 
erally admitted. ; ; : 

Dr. Topp. Yes. In introducing myself to this question, I should 
like to make a very brief survey of the European experience with 
unemployment insurance. . : 

Mr. Reep. Mr. Chairman, perhaps the witness might not under- 
stand just why you rather foreclosed his remarks. Jt has been de- 
veloped here by various witnesses in the hearings here, Doctor, at 
such times as I have been here—and they all seemed to agreo that 
while it may alleviate some minor depression or cushion it a little 
bit, at the same time none of them asserted here, as I recall, that it 
would prevent a depression. 

Mr, Lewis. No. . 

Dr. Topp. May I say, in the first place, that the argument is very 
frequently presented on the British experience, or European ex- 
perience, that it is of no value to us in the United States, because 
that country is and has been on the dole. This argument rests on an 
entire misapprehension of the real facts. As a matter of fact, Great 
Britain has now and has had for 20 years a standard insurance 
scheme. Strictly speaking, the term “dole” should be applied only 
to gratuitous payments from the national treasury for the support of 
nee: who have failed to qualify for regular or standurd insurance 

enefits. , 

Another argument that seems to be widespread in the United 

States is that Great Britain made little or no attempt to place unem- 

loyment insurance on a precise actuarial basis. This argument is 

ased on an erroneous assumption. No one can read the various 
reports of the British Royal Commission on Unemployment Insur- 
ance, or talk with those responsible persons who were in sympathy 
with the movement, without coming to the conclusion that the 
British thought they had at least approached an actuarial and fool- 
proof basis for unemployment insurance. 
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Tho charactor of the original scheme is best illustrated by quoting 
Sir William Bovoridgo, who says: 

Tho acheme was conceived only asa first Mae of defense agalust distress duo to 
uuoniployment, © * © ‘The scheme was Introduced oxperimentally for a fow 
tradex--thoso whore systematic short-(hne work was customary. * * It 
was meant to provide. a bonellt, steietly Hiutted In duration, to non whose ollgl- 


_ bility for benelit contd be determined by some alinplo, automatic test and under ~ 


roles designed fo interest work people and employers alike fn reducing anemploy- 
went and avoldlog unnecessary clalows. 

A third argument or assumption froquontly oncountored is that 
wo should ignore British oxporionco—- this was the argumont prosonted 
a great doal in Ohio last year-—beenuse tho British sehomo is unlike 
those proposed in certain Amorican Statos. But oven if wo do ignore 
British oxperionco, wo still huve to face tho fact of recent oxporionce 
in Gormany. Tho Qormans oxoreised thoir usual thoroughness in de- 
vising an unomploymont-insurance schomo. Practicatly all manual 
workors and salaried omployces receiving loss thin $2,000 a your 
wore insured. The Gorman schomo was very much like the plan pro- 
posed in Ohio, in that the State was to make no contribution to tho 
insurance fund, Kim iloyors and omployees nade equal contributions. 
Tho funds wore all placed in a common pool and benofits woro strictly 
limited in time. Now, in ordor to receive bonofits, workors making 
their first npplication for roliof had to show that thoy had boon un. 
employed for a minimum of 62 weeks in the proeeitinis 2 yours, 

Like the British, the Germans considered their plan as heing only a 
tirat. lino of dofonse and thero is ample ovidenco to show they realized 
from the very beginning that unomployment inanranco would be 
inndequate to take care of the unemployed for a prolonged period. 
Indeed, in tho initial law, they provided Ghat omergeney relief should 
ho fnanced entirely out of public funds and further relief should be 
provided by local administrative officers, 

It may be worth while (o note the reasons for tho failure of tho Brit- 
ish unemployment scheme, that is, the regular scheme. ‘The May 
report on British oxponditures supplies a partial answor. ‘Tho May 
roport, as you probably know, was that of a committes headed by Sir 
Roger May, | believe, and the report. was made about 2 years ago. 
Ho yoos on to say: 


Booauso politioians--- 


And tho writer might have included many professional social 
roformors—- ° 
Itavo found it no oasy to pronise na program of wholoante oxponditure without 
regard to whethor the program ts adinfnistratively possible or whothor it will have 
the cosfrod result, or whether the country can bear tho coat. 

And wo havo the further testimony of Ramsey McDonald in a 
specch in Parlinmont on September 12, 1031: 

Every person who has been fn publie ofico knows that wo have hullt up a sorivs 
of aida and defonses plecomenl—it haa not been dono ayatomatically-- until 

lay, whatover pleco of suctal legislation ia surveyed, we flnd the legislative 
atchitecturo Incowlstent, inadequate, and clumay, 

Ono of the chief difficulties in. tho administration of the regular 
unomployment insurance scheme in Great Britain has been the intro- 
duetion of transitional benefits for those who wore unable to make tho 
standard contribution to the regular insurance fund. You probably 


"eee? 
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nre familiar with tho fact that the standard contributions wore 30 
pence a week; that is, 10 pence from each the employers, employees, 
and the state. Whon tho law was made more liberal, in 1921 or 1922, 
the provision was mado that any one who had made a contribution 
of 8 pence during the last 2 vears could become cligiblo for honofite. 
_ The henoficiartes of transitional benofits included (a) those who 

have been in receipt of insurance benofita but are no longer ablo to 
qualify under the standard ob jibed lie (6) those who in recent yoars 
have had little or no insurable employment; and (c) those who are 
no more than just. within the employment field at any time. These 
are the classes which today are receiving tho so-called dole. If the 
tromendous growth of these “transitional” beneficiaries: docs not 
wove the possible breakdown of any unetipiny nent insurance schomo, 
if docs surely prove that no regular standard insuranca schomo on a 
presumably actuarial basis can possibly tide us over an extended period 
of unomployment. 

Another argumont. frequently hoard last your in my home State of 
Ohio, as well as in othor States, was that unomploymont insurance 
would do away with tho necossity of using public and private funds 
for unemployment reliof. In answer to that arzumont, it is worth 
while to note that such haa not been the ease in Croat Britain. 
Expenditures for local poor roliof are groater than over before. It 
may be interesting fo note what. tha Royal Commission on Unem- 
ployment. Insurance has to say in this regard. ‘The first. report. of 
the Royal Commission on Unomploymont Insurance goos so far as to 
leclare that the operation of the poor law, local outdoor relicf, has 
been in many cases a detriment to tho effective working of tho insur- 
ance schomoe, In many areas and in many cases, particularly in tho 
case of persona with a lange numbor of dopondenta, the poorlaw ad- 
ininistrators have supplomonted unemployment insurance bonolits by 
local outdoor relief. Indeed, instances wore found where the amount 
of outdoor relief, plus unomployment bonofits, was higher than the 
earnings of the applicants whon in employment. 

14 must bo noted in this connection that wo are not reforring to 
the receivers of the “dole” alone, but to the beneficiaries of tho rege 
lar inauranea fund in Great Britain. Ono significant fact stands out, 
that while many unemployed prefer fo obtain henofits from tho in- 
stirance fund, they no longer havo any scruples about asking for out- 
door reliof. And on this Inst point, the Royal Commission on Un- 
employment Insurance’s last report, at page 138, declares: 

Although there are arens in whieh an application for public relict is felt ta 
iene a atigma of “poor relief’, i in significant that they aro diminishing in 
humber, 

Evon under tho new law now ponding bofore the British Parlia- 
ment: you may know, as well us t that the British Parliamont. is at 
this momont debating a now nnomploymont insurance measure, of 
which I will speak later, because think the exporioncos of Groat 
Britain in tho depression, a summary of them at least, is of great 
importance to ua in this country. oven undor the now law now pend- 
ing hofore tho British Parliamont, the fully coverod contributor to 
the standard insurance schomo will often lind himself drawing loss 
than tho noncontributor at the samo unemployment oxchango; 
s0 that tho man who has boon refused insurance bonofit, because ho 
abandons his work without just causo, may thon procoed to draw a 
Jorgor sum from tho Board of Unemployment Roliof. 
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Now judging from British experience, I merely raiso the question 
whether any American State, even through the aid of Federal legis- 
lation, can set up a system of unemployment insurance that will 

revent beneficiaries from seeking and obtairiing relief elsewhere. 

t seems to me that is a very important point in the consideration of 
this whole question. If the experience of Great Britain has resulted 
jn an increasing mass of men and women who, despite unemployment 
insurance, must depend or at least do depend upes local outdoor 
relief, or upon gratuitous doles from the national exchequer, what 
can we expect in the United States if we embark upon the perilous 
sea of general unemployment insurance relief with the belief that 
this plan and this alone is the solution of our many industrial problems. 

Another reason why the British unemployment insurance plan 
encountered serious fiscal difficulties lies in the fact that unfair ad- 
vantage was and is taken of insurance benefits by. many intermittent, 
casual, short-time, and seasonal workers. For example, take dock 
laborers. Dock laborers were employed 3 or 4 days a week at full 
wages (the Royal Commission says in many cases at very high wages), 
and they had an off period during the last 2 or 3 days of the week. 
In that off period, they immediately appier for and received unem- 
ployment relief. That has been one of the great difficulties with the 
enforcement of the law in Great Britain. 

The final report of the Royal Commission emphasizes this point 
by saying: 

Persons who work exclusively at week-ends in the distributive trades would 
hardly have troubled to record themselves as mnemptoyed if the scheme had not 
made it possible for them to claim benefits {n respect to the rest of the week. 

That is at page 98 of the report. My own researches in Great 
Britain furnish abundant evidence that there is little or no hesitation 
among British workers to make an unwarranted use of employment 

Mr. Lewis. Doctor, may I interject there this question: Do you 
not find the same psychological attitude universal in life? For ex- 
ample, you would not deny, the validity of the whole principle of fire 
insurance because some policyholders burn their buildings to get the 
payment of the policy; or you would not think of repealing the work- 
men’s compensation insurance, or life insurance, despite the fact 
that the person ima form a fraudulent purpose to commit suicide as 
soon as the policy becomes au. Indeed, I question if there is 
hardly any institution that has not objections of that sort, or diffi- 
culties of that sort to encounter. : : 

Dr. Topp. I quite agree and yet I think my point is well taken 
that what o great many of us seem to be arguing for is a general 
unemployment insurance and that it will work from the standpoint 
of nn fiscal aspects and that it will solve the major portion of our 
problems. ; ; 

._ Mr. Lewis. That idea has not obtained in these hearings—that 
this measure would lead to the prevention of major depressions, or 
to anything more than an alleviation, not a complete indemnification 

an alleviation, in the way of bread in the basket of the laborer out of 
work without his own fault. 

Dr. Topp. Probably that will be touched upon a minute later on 
if you will. Indeed the argument has been advanced in the United 
States and especially in Ohio, as I happen to know, that if we had had 
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an unemployment insurance scheme in operation in 1923, there would 
have been piled up a surplus between 1923 and 1929, sufficient to 
have tided unemployment over a great part of the present period 
of distress. It is true that in 1920 the British insurance fund had 4 
credit. balance of $110,000,000, reckoning at the old par of exchange; 


but this fortunate situation was due entirely to the fact that the 


exigencies of the war and the immediate aftermath of the war oper- 
ated to prevent any great use of the fund. It will be noted, however. 
that in 1 year, by July 1921, this surplus had changed into a defici 

and the deficit has kept piling up ever since until the total today is 
about $115,000,000 in the regular insurance fund. The proposal 
before the Parliament is that under the new scheme it shall incor- 
porate this $115,000,000 to be amortized during the next 50 or 60 

ears, 

Now, once more, a final argument often heard in the United States 
against paying any attention to foreign experience with gnetin Oy: 
ment. insurance is that. no State in the United States intends to make 
the State or Nationai Treasury a contributor to any unemployment 
insurance fund, but to make the burden fall upon both employers and 
employees or upon the cmployers alone. In discussing this argument, 
suppose we ignore the British scheme, where the State is a contribu- 
tor, and note the recent experience of Germany. I do think it of 

eat importance, at least, that we should know something about it 
in our country, before we go very far in financing a general unemploy- 
ment scheme. fe 

The Germans exercised their usual thoroughness in devising an 
unemployment insurance scheme, which was very much like the 
recent measure proposed for Ohio. Nevertheless, the German scheme 
proved utterly inadequate to take care of the ever increasing amount 
of unemployment. ‘The sponsors of the original law thought that a 
three percent assessment on payrolls would be adequate to meet all 
needs from an actuarial standpoint; but, as unemployment increased, 
rates of contribution had to be increased until, in October 1931, the 
rate was 6.5 percent—more than double the original estimates. : 

The German insurance fund was balanced in 1932, but only by 
drastic measures which excluded a vast majority of workers from the 
insurance fund at the expense of the State. The percentage of un- 
employed workers receiving regular benefits declined from 7.3 percent 
in January 1928, to 11.4 percent in October 1932. In other words 
two thirds of the German unemployed now receive emergenc reliof 
from the National Treasury and one fourth receive no relief what- 
soever. When we recall that practically all German workers were 
insured, this situation presents an astounding revelation of the break- 
aon of a system that was thought to be far superior to the British 
scheme, 

When we consider the following facts in connection with German 
experience, namely, (1) that the German worker no longer has a 
legal right to insurance benefits; (2) that by government decree in 
1932 unemployment insurance became available for only 6 weeks; 
and (3) that in many communes the amount paid out in poor relic 
is actually higher than the amount received in insurance benefits— 
we are forced to adopt two conclusions: First, that nothing short of a 
miracle could save the plans now being considered in various Ameri- 
can States from meeting a similar fate—I refer especially to Ohio, 
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last yoar; and, second, that it wotild be unwise for the Fodoral Govern- 
mont to enact any measure which would tond to force tho States to 
enact a goneral unomploymont insurance measure. 

Now I come to the queation—did the Gormana succeed any batter 
than the British in financing their insurance schome? As wo have 
already intimated, the Germans mado a valiant effort to balance the 
~fnaurance fund. In spite of the more than doubling of the levy on 
pay rolls, the insurance fund showed a cumulative doficit by March 
1031 of $364,000,000. . 

Now tho last question that 1 would liko to discuss is a workable 
hasis for unomploymont insurance. 

Mr. Reto. Boforo you leave that, may [ask a quostion. You are 
speaking about the situation in Great Britain and the mattor is undor 
dobato at tho present time in Partiament: How well are you informed 
ahoul tho present. status and what is the general attitude on the part 
abor 

Dr. Toon. Lam going to give that in just a minuto. 

Mr. Reep. You aro? 

Dr. Topn. Yea. My next argumont is that before the Kedoral 
Congress enacts any unemployment insuranco legislation, or before it 
enacts any moasuro which would force the States to adopt an unom- 
ploymont-insurance plan dictated by the Federal Government, it 
acoms to mo it would be well for Congross and tho legislatures of our 
States and tho peoplo generally to give the most careful attention to 
a study of a workablo basis for unomploymont insurance. 

In discussing a workable lnsia, | ean do not botter than to present 
tho conclusions of tho British Royal Commission in its final report, 
mado aftor a caroful study of long-timo British exporionce. This 
report is tho foundation of the measure now pending in Parlinmont: 

first, the committees declares that its recommendations cannot 
stand tho test of practical application unless they are based upon 
the recognition of the fact that the national income has been dras- 
tically reduced and that its restoration must be a slow and painful 
process, And can wo not say tho samo thing in commection with 
tho United States? Can industry, for quito a while to como, stand 
the imposition of a tax burden which may or may not lead to a 
succossful solution of the unomploymont problem? 

Socond, a sound policy of unemployment aid or insurance for the 
future nocossitatos a thorough oxamination of tho nature and extent. 
of unemployment and the distinction between different types of 
unemployment. é 

Until this is done, it scoms to mo that wo cannot get vory far. 
For oxamplo, the Royal Commission, in laying this matter before 
Parliament, says: 

Insurance need not and cannot covor all typos of uncmployment or provide 
benefit of Inlefinite duration. 

Have wo grasped this fundamental fact in the United States, or 
aro wo all largely influenced by tho older and still popular notion 
that unemployment insurance is xn sovercign remedy for everyhody 
under any and all conditions? 

Noxt, to what oxtent can unomployment insurance be used? A 
atudy of long-time British experience with unemployment insurance 
loads tho Royal Commission to mako such statements as the follow- 
ing: Provision against tho risk of occasional unemployment can be 
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mudo by insurance without oxacting contributions which are oppres- 
sive; but chronic or persistent unomployment cannot be met fully 
by insurance. It must also bo recognized that onco a worker has 
fallon out of work, thero is a tendency for unemploymont to recur. 


Further, it must be recognized that the persons who mado most of... - 


tho claims drow most benefit cach your. Again, insurance can pro- 
vide an income during 1 see of unomploymont that are not con- 
tiguous or too frequent; it cannot support tho burden of continuous 
or almost continuous unemployment, duo to personal causes which 
persist. indopendontly of Muetuations in industrial activity. 

Another very significant. quotation from the British report: 

Unemployment insurance connotes a scheme whereby tho major part of the 
cost fa borne by the potentlal bencliciaries and their omployers. ¢ ‘The 
receipt of benclits is conditioned apon the payment of contribution by the bene. 
ficiary. © © © ‘The original schema cid not purport to de more than enablo 
an insured worker to carry over from one periud of wage-carntng employment to 
another, © * * Ana result of the measures of recent yeara the nature and 
object of the iaurance schene have been obscured and its value disregarded, 


Thoro are t gous many other quotations of similar point. 

Mr. Reen. You are going to insert those quotations in the record; 
are you? ; 

Dr. ‘Topp. Yes. Again, at page 156: 

Unemployment tisurance cannot cever the whole gronad of anemploynient 


Hd j and cannot survive a depression unteas there isa satisfactory basic relief 
scheme fur tnemployed workers who fall outside the fnsurance seheine. 


At pages 160 162: 

Occasional fntorruptions of work eanas a rale be covered by bosuranece, But 
chronic unemployment caused by los of markets, displacement by new processes 
ors ayston of engaging labor that retatus an excessive seserve of anderen aye 
labor, cannot be fully covered by insurance, since it involves ul dtate innolveney 
of the insurance fared. 

So here, gentlemen, we have the conclusions of men who have had 
long practical exporience with unemployment insurance, Can we 
ignore their conclusions? Can this Congress take any action leading 
to tho introduction of a wholesale scheme of unemployment insurance 
until wo have prepared the way, first, by careful defining unemploy- 
ment; second, by noting carefully the varying risks as between indis- 
tries and occupations, and individuals; third, by making cnroful esti- 
mates of tho probnbilitics of unemployment; and, fourth, by carefully 
noting the extent to which the risk of unemploymentis entirely beyond 
the control of the individual? Until we have recognized and found 
a solution for these diflicultics, it is not unwise to create a situation 
that may result in confusion worse confounded? 

Now, I want to summarize tho British views on unemploymont 
insurance, ‘The National Confederation of Employers’ Assacintions 
of Creat Britain says this: 

Tho confederation has declared for a compulsory contributory system of un. 
Sraptoyincait tusurance, provided It adheres strictly to the fundamental concepts 
and peinetplesa of the (920 act and provided the duration of benefit ts in direct 
ratio to contribution and for a fixed aumber of weeks tna year. ‘This nicans, of 
course, a very linited insurance scheme. 

Now comes a very significant statement, gentlemen, from the 
British ‘Trade Union Council. A few months ago--not more than 
six the British ‘Trade Union Council took a new and very important 
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pouton on the question of unemployment insurance, which should 
ave a bearing on our decision in regard to future legislation in the 
United States, It now takes the stand that it is absolutely impossible 
to operate a system of unemployment benefit on an insurance basis. 
I was astounded when I read that in the Commission’s report, which 
- I received just a few days ago. The Council now boldly declares - 

that the cost of maintenance of the unproven must be a direct 

charge on the public treasury. It therefore demands the abolition 
of all contributions from ome oyers and employees alike and calls for 
a special unemployment graduated levy on all incomes to raise funds 
for every person who satisfies the statutory conditions, which must 
not, however, include a “means” or “needs” test. In other words 
_ the labor unions now stand for a cash payment to any unemployed 
worker, on proof of unemployment, without any requirement to 
prove need. 

Mr. Reep. I am trying to hear every work you say, and would you 
mind repeating that. ; ron 

Dr. Topp. It therefore demands the abolition of all contributions 
from employers and employees and calls for a special unemployment 
graduated leyy on all incomes to raise funds for every person who 
satisfied the statutory conditions, which must not, however, include 
a ‘‘means”’ or “needs” test. In other words, the labor untons now 
stand for a cash payment to any unemployed worker, on proof of 
unemployment, without any requirement to prove “need.” That 
to me is very significant. : 

Next, the majority report of the Royal Commission opposes the 

Labor Council p an on the score that it would be possible to operate 
such a plan only in a society where the State virtually is in complete 
control of industry—unless it was under a socialistic state—because 
the plan amounts to a guarantee of a maintenance of a standard of 
well-being under all circumstances, merely on the strength of a state- 
ment of willingness to work if offered employment. __ 
. The Royal Commission comes to the conclusion, which is embodied 
in the unemployment relief bill still pending in the British Parlia- 
ment, that there must be a clean-cut distinction between unemploy- 
ment insurance and unemployment relief—and this again it seems to 
me is very significant for us in this country. ; 

Mr. REEp. The point has been raised here on several occasions 
that really unemployment insurance was more or less of a misnomer; 
that there was no real basis upon which you could base an actuarial 
estimate. Is that your idea, Dr. Todd? ; 

Dr, Topp. Yes. I-have talked to a good many men in Great 
Britain, and representing all phases of opinions and my notion is that 
the great majority of them say unemployment insurance cannot be 
put, universally, or to any great degree, on a precise actuarial basis. 

Mr. Lewis. In other words, the subject of unemployment is not 
an actuarial subject—it does not possess the constants under which 
you can make predictions as to future happenings and the quantity 
of those happenings. 

Dr. Topp. Yes. 

- Mr, Lewss. That is generally admitted and generally understood. 
. Mr. Reep. It takes it completely out of the realm of what we 
ordinarily call insurance. 
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Mr. Lewis. It is just a short expression for the bill, that is not 
really descriptive. ; 

Mr. REep. Doctor, would we be correct in drawing the inference 
from that, that that is a reason why insurance companies have not 
gone into this as a safe field of insurance? By hears eee 

Dr. Topp. I would not like to answer that question by the card; 
but my knowledge is that insurance companies have not considered 
unemployment insurance workable from an actuarial basis. 

Mr. Reep. Now to shift to another point, which you were covering 
there, I thought I caught, as you were going along, something about 
conditions precedent for a person to get insurance benefits—that they 
had to oxpiens a willingness to work: Was that true under the old 
laws that have been operated? ; ; 

Dr. Topp. No. The old law was yery very liberal indeed. The 
probesed bill betore parliament seeks to ivide the men, the workers, 

to two categories: (1) those who can be insured and, (2) those 
who can by no possibility be insured, or who are not able to pay 
insurance premiums. And they are, as I understand it, to place as 
many men as they can on the unemployed insurance basis and the 
others are to be given donations gratuitously. Of course the great 
danger is that a great many people will slip. out of the unemployed 
insurance altogether and go on the other basis. ; 

Mr. West. What is the date of this report from which you have 
been reading? 

Dr. Topp. I believe the final report is November 1932. ; 

Mr. West. And about what period of time does it cover with 
reference to the British experience? 

-Dr. Topp. The first report begins with 1911; the second reper 
brings it up to 1922-23, and the final report discusses the whole 
British experience and then, on the basis of that experience, has pre- 
sented the measitre before Parliament which is pending now. 

Now, just a moment more, Mr. Chairman, if I may. It seems to 
me that if we can learn anything at all from British experience, the 
following Fpropoavons are certainly worth while for our tp 

First. The prevention of unemployment presents a problem of 
far greater importance than the problem of unemployment relief. 

nd. No scheme of unemployment insurance can possibly 
prevent the recurrence of depressions nor possibly survive long 
periods of distress. Wo are already agreed on that. 

_ Third. Great Britain never succeeded oven in more favorable 
circumstances in placing unemployment insurance on a real actuarial 


asis. 
. Fourth. The British plan failed because of the difficulties involved 
sa eoleoune the economic groups to be included in ti:e insurance 
scheme. 

Fifth. The British scheme failed because of the continual calls on 
the public Treasury for funds which can only be secured through 
borrowing. It was never dreamed of in the beginning that the ae ic 
Treasury should engineer borrowing on such a large scale. Would this 
be true of any similar scheme sponsored and administered by our 
national, State, or local authorities. 
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Sixth. The British scheme broke down because of the ever increasing 
ease with which insurance benefits could be secured. Is it Robie 
in a democracy like any one of our States to avoid this pitfall? 

Again, and most significant of all, British trade unions have aban- 
doned unemployment insurance and are demanding straight-out gra- 
- tuitous relief for all unemployed out of the public Treasury. If unem- 
Plovinent insurance projecta in the United States turn out, as they 
undoubtedly will, to be illusory as a great, unique remedy for depres- 
sions and general unemployment, will we encounter a similar move- 
ment in the United States? I merely put that as a question and a 
serious one for us to think about. 

That is all I have, gentlemen, except if I should be called upon to 
present some sort of substitute measure for getting out of this depres- 
Hon instead of unemployment insurance, I might give it; but that 
is all. 

Mr. REEp. Evidently you have given a great deal of close study 
to this, and I am wondering if you have something of a constructive 
character to offer in lieu of it. 

r. Lewis. Something in the form of a draft. 

Dr. Toop. Well, I do not want to call it constructive, but it is at 
least something to think about. 

Mr. Lewis. If you have something drafted as an alternative, I 
should be very deoply interested in it, indeed. 

Dr. Topp. Mr. Chairman, I have a number of documents which I 
brought with me, which I have written up from time to time, if they 
are of any value to the committee. 

Mr. Lewis. Thank you. 

Dr. Todd subsequently submitted the following excerpt from an 
article by him entitled ‘‘Unemployment Insurance Further Con- 
sidered,’”’ and printed in the Tax Digest for May 1933:) 


NO SINGLE PANACEA FOR UNEMPLOYMENT 


The proponents of sneaploen {insurance in the American States have fre- 
quently asked the opponents to present a substitute measure or panacea. If by 
“substitute measure” we mean a single measure for the prevention of major 
crises and depressions, the answer [s plain and simple. There {s no single panacea 
orcure. We cannot stress this fact too strongly in this time of distress when tou 
many of us are looking to the Public Treasury for help or are grasping at such 
panaceas as cheap money, debt moratoria, ‘‘Buy American,” a single tax on land, 
ete. Indeed, one of our chief difficulties right now is that most of us in our 
eagerness to get out of this depression have been too much Inclined to seize on 
straws, patent medicines, etc., instead of getting together and thinking the whole 
thing out, beginning of course with the many causes that have brought us into 
the present situation. 

ight here, I take it, we discover the dilemma of the proponents of unem- 
ployment insurance. In the first place, we not only need to get out of the present 
depression, but to keep out. If we can keep out of future depressions, we will 
ve no use for unemployment insurance; if we cannot keep out, then no syatem 
of unemployment insurance can avail us any eng. But can we toa large extent 
revent future depressions without recourse to the Public Treasury? Yes; but 
he road we must follow is a long and difficult one to travel. 

The beginning of prevention, naturally, lies in the clear understanding of the 
forces that have brought us {nto the present “mess,’’ for it is a “mess.” And 
when we sit down calmly and review these forces we shall be compelled to confess 
that all of us, bankers, industrial and financial leaders, farmers, laborers, and 
consumers generally, have been guilty of ignoring and yooleting common-sense 
rules of banking, investment, business organtzation and administration, credit 
expansion, and have been living beyond our means publicly and privately. 
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THE WAY OUT 


, By this token the way out is complex, involved, and long-drawn out. It 
nvolves: 
1, A better organization and administration of our banks and our building and 


loan associations, looking to the conservation of credit along common-sense rules | ea 


of poicents and thrift. 

. A wiser and more conservative control of business organization on the part 
of our business leaders so as to prevent forever useless combinations and mergers 
buch as those which have been not only a national disgrace, but a source of loss 
and ruin to so-called investors. 

3. A return to common sense in the substitution of true principles underlyin 
investment in place of the so-called “new” rules of speculation which have prov 
es divacly thousands of us who still refuse to blame ourselves for our unfortu- 
nate situation. 

4A very decided toning down of high-powered advertising and selling, which 
must eventually prove the undoing of their authors, This Includes, of course, 
the cessation of wild installment buying ‘‘without money and without price.” 

5. Constructive modifications in our protective tariff policy so as to restore 
out international trade to former levels, 

6. Wise, common-sense control of public expenditures and public borrowing. 

This, then, {s our answer to the incessant request of the proponents of unem- 
ployment insurance for a “‘substitute” measure. If the advocates of unemploy- 
ment insurance deny, and many of them do, that no substitute measure or meas- 
ures will prevent another long period of unemployment, then they are forced to 
conclude, with British and German experimenters, that unemployment insur- 


ance will not and cannot prevent the recurrence of a situation which may be as 
bad as or even worse than the present one, in which case we must reckon with the 
fact that unemployment insurance will result in the inevitable disruption of State 
public finance and the possible bankruptcy of the Public Treasury. 


STATEMENT OF JOHN ©. GALL, ASSOCIATE COUNSEL NATIONAL 
ASSOCIATION OF MANUFACTURERS, WASHINGTON, D.C. 


Mr. Gantt. My name is John C. Gall; I am associate counsel of the 
National Association of Manufacturers. 

I may say I have been connected with the National Association of 
Manufacturers for the past 13 years, Mr. Chairman. I am located in 
Washington most of the time, and in New York part of the time. We 
have offices in both places. 

Mr. Lewis. Mr. Gall, without any purpose of limiting your state- 
ment, because the committee wants the full benefit of your thought, 
you have attended this hearing, I think. ; : 

Mr. Gatu. I attended the first 2 days of the hearings, Mr. Chair- 
man. 

Mr. Lewis. Well, you are advised as to the points which are already 
presented and as to which there is no real disagreement, so we will 
appreciate it if you will concentrate on points of your own. 

Mr. Gatu. I will, of course, try to do that, Mr. Chairman. You 
will understand I am at a considerable disadvantage, because of the 
inability to get a transcript of what the other witnesses said that I 
did not hear. We undertook to purchase a transcript; but, according 
to the rule of the committee, we could not do so; consequently, that 
may account for some overlapping of testimony that is unavoidable. 

Mr, Lewis. Oh, well, some overlap that is unavoidable. _ 

Mr. Gat. As a matter of fact, Mr. Chairman, I do not think I am 
going to develop any of the testimony that has been given to this 
committee, for several reasons. In the first place, until today prac- 
tically every witness has been a proponent of this bill and, as I 
approach it from an entirely different viewpoint, it is very doubtful 
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whether I would produce overlapping testimony. In the second place, - 
up to the present time, the committee has listened to arguments 
directed almost exclusively to the merits and demerits of unemploy- 
ment insurance as such. Now if your theory of this piece of legisla- 
tion, Mr. Chairman, is correct, it is not an unemployment insurance 
bill in the true sense of tho term; it is a revenue measure. Conse- . 

rimary attention, in the preparation 


quently, I have not devoted my P 
for this argument, to unemployed insurance as such, but rather to the 
bill that is before the committee, to the fundamental concept of it 
and to the question, I muy say, as to whether Congress has any 
authority to enact the piece of legislation which is before you. 

I heard you say this morning, Mr. Chairman, in discussing briefly 
the matter of validity, that you were convinced that the Congress did 
‘not need to use the device of a tax in order to deal with unemployment 
insurance. I hope you will correct me if I am wrong in my statement 
of your position. 

r. Lewis. No; you are correct, 

Mr. Gat. That you believed Congress had authority to deal with 
unemployment insurance directly. ; 

Mr. Lewis, I may state, briefly, in explanation, that I made a study 
of the history of the welfare clause, which has probably not come to ~ 
your notice, and the result of that study is the conclusion that the 
welfare clause itself confers a legislative power and is not a mere tail 
to the taxation clause. Thatis the background for my statement this 
morning. ~ 

Mr. Reep. You have come to the conclusion that the welfare clause 
was not a limitation? ; 

Mr. Lewis. No; rather that it was a rant of legislative power and 
not a limitation. I will be glad to put that study in your hands. 

Mr. Reep. Perhaps you misunderstood my thought; that is, that 
there is a limitation where an appropriation might be made on legisla- 
tion passed under the welfare clause; that it would be limited to some- 
thing that was national in purpose and scope. 

Mr. Lewis. Interstate in purpose and scope. 

Mr. Reep. Of a national character. 

Mr. Lewss._Yes. : 

Mr. Gaty. Mr. Chairman, of course I do not think this committee 
wants an extended discussion of the on rinciples involved 

here. At the same time, I think it is only fai? to the members of this 
committee who are not present, and to the Members of Congress who 
may consider this bill within a few days and who have not had the 
benefit of your own studies in this field of constitutional law, that I 
should discuss to some extent the question of the authority of Congress 
in this respect. ; : : 

Mr. Lewis. I think the subject of your remark is very timely 


eed. 

Mr. Gaty. My first observation about your position is this: I 
understand, of course, I am not privileged to ask questions of the 
Chair and J. am not trying to do that and am not trying to embarrass 
you in any way, but the thought naturally occurs to me, if you have 
authority, if Congress has authority, under the welfare clause, to deal 
directly with the subject of unemployment insurance, then it is not 
necessary to employ the device of a tax, and why does not Congress. 


legislate directly? 
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Mr. Lewis. Because it is desirable that Washington should be 
relieved, as far as possible, in my view, of all work that can be done 
reasonably well in the States. I humorously remarked the other day 
that I would be willing to strike a bargian with Uncle Sam that if he 
doubled my timo he could cut my salary in half. There are 120,000,- 
000 people in this country and whilo it is true that this is a national 
community and many things suggest strongly the desirability of a 
uniform rule for the whole country, the matter of administration in 
my view suggests that more of this public work has got to be pushed 
back upon the States and upon local communities. 

Mr. Gaut. I sincerely sympathize with that view, Mr. Chairman. 
It is a good old Maryland view and one which the present Governor 
of your State has many times expounded in your State. 

fr. Lewis. It is not an adopted one with me; it is one that is the 
result of my own experience here as a public man in Washington. 

Mr, Gatu. As a matter of fact, if you carry that argument to its — 
logical conclusion, I think it means in many of those things it would 
be better to let the States alone and let them develop their own legis- 
lation on those subjects in the light of their Jocal conditions, rather 
than to try to write for them by legislation, such as this, even minimum 
standards which they have to meet. ; 

Now the mneoty under this bill of interfering with the States’ 
right. to develop their own types of unemployment insurance legisla- 
tion is to my mind not sound. In the first place, this bill is only a 
beginning. You start and set up a certain minimum standard here 
and I say to you that even the one State which has passed an unem- 
ployment insurance law so far—that is, Wisconsin—cannot meet the 
minimum standards of this bill. - The Wisconsin law will not qualif 
under this bill. So that the very first application of this statute, if 
it were passed, would be to require an upward revision, or a revision 
at any rate, of the law of Wisconsin. } j 

Now I think that is a very unfair thing, because those people have 
tried to meet, in terms of their own necessities, the situation with 
respect to unemployment. They have set up a system which is 
satisfactory to them and why should Congress undertake, through 
ine peigintion, tc compel them to change their entire situation, even 
if it can 

Now, while I am on the Wisconsin situation—because I know you 
are very much interested in that and Mr. Frear, who is a member of 
this subcommittee, would be if he were here—let me say there is 
another very serious situation going to arise in Wisconsin if you pass 
such a bill as this. : ; 

do not know whether you realize that under the Wisconsin law 
the State Industrial Commission had authority to enter into 5-year 
contracts with employers who set up reserve systems that were satis- 
factory under the Wisconsin law. A very large number of employers 
in Wisconsin, relying on the invitation of the law and of the Indus- 
trial Commission, have submitted plans which have been approved 
by the Industrial Commission of Wisconsin and under which agree- 
ments the Wisconsin Industrial Commission has said they may not 
be modified for a period of 6 years. That was a guaranty to these 
employers, if they came along and went under the law voluntarily, 
that they would not have their burdens increased for a period of 5 
years, Now, if you pass this law, Wisconsin cannot qualify without 
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changing its law and it cannot qualify without changing all of those 
contracts, So that if those employers are to get the benefit of their 
contracts with the Wisconsin commission, they still have to pay the 
5 nt excise tax levied by this bill, and I think that is a very unfair 
situation as respects Wisconsin. : 

Now I want to come back for a moment, Mr. Chairman, if I may, 
_. to. your suggestion that the general welfare clause would authorize 

this legislation. I am not going to discuss it at length, because you 
have not, in fact, undertaken to legislate under it. You are under- 
taking to use thé taxing power. So my discussions of the constitu- 
tional question will be limited largely to the latter. 

But I want to point out that Mr. Chief Justice Hughes, just before 
he went back on the bench, had occasion, as counsel for the petroleum 
board, which had been set up 2 or 3 years ago, to discuss the general- 
welfare clause. You might recall that the Federal Government at 
that time desired to establish some kind of control over production 
in the petroleum industry—over production and distribution—and 
the argument was made for it that the Government could do that 
under the general-welfare power. I would like to read to you, just 
in passing, what Mr. Hughes had to say. I would not read that 
except, since he is the Chief Justice of the United States, I think per- 
haps it would have some weight with the committee, most of whom 
are lawyers. : 

Mr. Lewis. Did he win or lose the case? 

Mr. Gatt, He won. As I say, this was a statement on his part 
before the oil board which was set up 3 or 4 years ago; it was not 
litigation in which he was involved. However, I will say this, sir 
that there is not a single decision of the Supreme Court of the United 
States wherein the general-welfare power, so-called, has been discussed 
where the court has not said, and very specifically, that the general- 
welfare clause contained no grant of power to Congress. I would be 
very glad to have any decision of the Supreme Court where the ques- 
tion has been discussed and disposed of otherwise, put in the record. 
I am sure there is not one. 

Mr. Lewis. Do you consider the courts the only source of truth 
and correct interpretation of the Constitution? 

Mr. Gatu. No, sir; I do not; but in many instances—— 

Mr. Lewis. That is a very important admission, Mr. Gall. 

Mr. Gaty. I do not. However, I have great confidence in the 
courts and I believe it is a proper function of a court, when a statute 
comes before it, to determine, first and foremost, if the constitutional 
question is raised, whether that statute or the Constitution sh 
prevel And, if {t is inconsistent with the Constitution, of course 

t is the duty of the court—as pointed out ever since Chief Justice 
Marshall, in AfcCulloch v. Maryland, and other cases—to declare that 
the Constitution must prevail and not the statute. I have seen many 
cases here on the Hill, in the last 13 or 14 years, where Members of 
Congress have said, when in doubt about the constitutionality of a 
bill, “I am going to give the farmer”, or I am going to give the bill”, 
or whatever the group might happen to be, the benefit of that doubt. 

ow, if there is a serious doubt about the validity of a measure, I 
think the doubt ought to be resolved the other way; because, when 
you resolve the doubt in favor of the bill, you are resolving against 
the Constitution. I do not want to be presumptuous enough to 
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suggest to you what a legislator’s duty is, but you know your oath of 
office and you know, if there is a doubt as to whether a thing is 
inconsistent with the Constitution, your oath of office compels you to 
vote against it. : : 

Now I think beyond the question of a doubt that the bill before 
you is unconstitutional. JI think I can demonstrate that by an 
unbroken line of Supreme Court decisions. I think furthermore, Mr. - - 
Chairman, you cannot disclose or put on the record a single Supreme 
Court case wherein the taxing power of the Government has been use 
for the purpose of achieving or compelling uniformity of State legisla- 
tion with respect to a matter such as this, where the Court has sustained 
the statute. On the other hand, I can show you three cases in which 
the Congress has undertaken to use the express powers it had, in the 
exercise of the taxing power in two cases, and in another case the 
power over commerce for the purpose of achioving a local regulation, 
and the Supreme Court has, in all three cases, declared the acts invalid. 

Now it seems to me, if my statements are correct, that, before this 
committee considers the reporting of this bill it ought to give very 
serious consideration to the question of validity. 1 will give you the 
citations before I finish of the cases to which I have referred and I 
am quite sure that no cases to the contrary can be shown; because I 
have undertaken to study the decisions in order that I might develop 
anything which would seem to support the power which is asserted 
to lie back of this bill. 

Mr. Hughes, on May 27, 1926, said: 

TI am aware that it has been suggested that such Fedcral power to control 
production within the States might be asserted by Congress because it could be 

leemed to relate to the provision for the common defense and the promotion of 
the general welfare. be 

The suggestion to which I have referred is an echo of an attempt to construe 
article I, section 8, subdivision 1, of the Constitution of the United States, not 
as a power “to lay and collect taxes, duties, imposts, and excises, to pay the 
debts and provide for the common defense and general welfare of the United 
States”, but as conferring upon Congress two distinct powers, to wit (1) the 
power of taxation, and (2) the power to provide for the common defense and the 
general welfare. fn this view, Te has been urged that Congress has the authority 
to exercise any power that it might think necessary or expedient for the common 
defense or the general welfare of the United States. 

Of course, under such a construction, the Government of the United States 
would at once cease to be one of enumerated powers and the powers of the 
States would bo wholly illusory and would be at any time subject to be controlled 
in any manner by the dominant Federal will exercised by Congress on the grounds 
that the general welfare might thereby be advanced. That, however, is not the 
aceepted view of the Constitution. + *# 

his is too clementary to require discussion and it is impossible to believe that 
the legal advisers of the board will suggest that it proceed on any different view. 

T merely put that in, Mr, Chairman—— 

Mr. Reep. And then the gencral-welfare clause, as I stated, was 
held by Hamilton, and it has been held alla long the linc as a limitation. 

Mr. Gau. As a limitation on the taxing power, and no more. 

Mr. Reep. That is, the Congress can, under that clause, tax things 
of a national character, as dist guished from local? 

Mr. Gav. Exactly, sir. Mr. Chairman, I hope the members of 
the committee will feel free to ask questions at any time. It is true 

ave some material arranged in rather logical order-—— 

_ Mr. Reep. I did not mean to interrupt the witness at this time; I 
just wanted to bring out that point. 
52840-3421 
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Mr. Gat. That is all right. I have a good deal of material which 
I think it is very smipertant to get into the record here. I have not 
my material Prepare in such form that I could simply hand it to the ~ 
reporter; if I did, I would be glad to conserve the committec’s time. 
But, in view of the importance of the subject, I feel justified in tres- 
passing somewhat even on the committee's time, and as long as you 
will bear with me, I have no reservations whatever about your inter- 
Z rupting at any time to take issue with any statemont I make, or to 
ask any question about it. : 

_. Mr. Chairman, you might think, from the way I started out here, 
that my pmary purpese was simply to como before you and to say 
we opposo this bill and lot it go at that, or simply to make an argu- 
ment as to tho question of validity and let it go at that. That is 

‘not my purpose atall. I agree thoroughly with the proposition that, 
if an objector has anything to offer, he ought to do it. I do not go 
so far as to say he has no right to criticize merely becauso he has 
nothing to offer, which is the view some people teko. Before I 
conclude, I will make some very definite suggestions to the committee 
as to the form which wo beliove Federal ee taron can take and be 
valid; second, if this committee rejects the argument I mako as 
to validity of this bill and decides to report the bill that is before you, 
I have some ‘very concrete amendments that I would like to propose. 

Mr. Lewis. May I make the suggestion that you give us a list of 
your authorities that go to the validity of this measure? 

Mr. Gay. Yes, sir. ; 

Mr. Lewis. And then make tho independent suggestions you have 
referred to, later? 

Mr. Gatt. Yes, sir. I would like, Mr. Chairman, at the outset 
to put in the record, in case it has not been done, the letter from 
Peeaent Roosevelt endorsing this legislation. I do not know whether 
that is in. 

Mr. Lewis. We would prefer that you should not put it in. 

Mr. Gatv. You would prefer that it should not go in? 

Mr. Lewis. It was meant to be presented to the general committee 
from the White House; that is the reason. . 

_ Mr. Gaur. I understand. I was going to put it in, because I 

wanted to comment on one or two paragraphs in it. 

Mr. Lewis. You will have to do it, then. Put it in. 

Mr. Gay. I just wanted to comment, by comparison, on one or 
two paragraphs in the President’s letter upon the question that was 
asked a moment or two ago (of another witness) 

You stated, Mr. Chairman, it was generally agreed that the term 
“unemployment insurance” was simply a convenient term and it was 
not insurance in the ordinary senso of the word. I just wanted to 
point out apparently the President does not agree with that conclu- 
sion and he apparently belioves “unemployment insurance” has 
underlying it all of the actuarial bases which underlie insurance as 
sue 6 

Mr. Lewis. I had the pleasure some months ago of talking with the 
President on annuity and other subjects and I found him the best 
informed man on the insurance subject I know of in public life. 

Mr. Gat. 1 think undoubtedly, if we all had the samo oppor- 
tunity, we might agree with you. I do believe, however, Mr. Chair- 
man, in the week which you have spent listening to testimony with 
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respect to your bill, almost. all of that testimony coming from those 
who are friendly to that legislation, that you have only serntched the 
surface of availablo data which ought to be studied before logislating 
on this subject, and there is a great deal of data reduced to writing, 
in addition to the Presidont’s letter, which the committee ought to 
consider, ; 

Mr. Wrest. What was the reference in the President’s letter that 
caused you to have that conclusion? 

Mr. Gauu. Mr. West, it is the following paragraph: 

* * * There is no reason why they should assume the entire burden of 
mecting a foreseeable loss— 

tHe is referring to employees— 

* # There is no reason why they should assume the entire burden of 
mecting a foreseeable loss, the mafor cost of which ought to be computed and 
borne like every other cost of a business. 

Now, if that is not the principle of insurance, ¥ do not know what 
the principle of insurance is, The principle of insurance is that loss 
is foreseeable and that the burden of it can be spread over a large 
number of people, can be computed, as he says, on an actuarial basis, 
and can bo figured and reflected in the cost of doing business as 
every other element can. Now, with respect to unemployment 
insurance, I submit that is absolutely unsound. 

Mr. Lewss. He was doubtless referring to chronic unemployment 
and not to the abyss in which we are thrown now, where the employers 
are often almost. in tho same distress as their employees, 

Mr, Gaty. Mr. Chairman, that interpretation of the paragraph is 
undoubtedly all right—— 

Mr. Lewis. The loss may he foreseeable, but the quantity of it not 
predictable. 

Mr. Gaus. Therefore, not insurable. ; 

Mr. Lewis. Not insurable in a mathematical sense. 

Mr. Gaut. In the second place, in the President’s letter he says, 
referring to the burdens of caring for the unemployed during a depres- 
sion: 

* # # IfaState cannot bear the burden, the United States must be prepared 
to do so and to collect revenue for that purpose. 

Now, I simply want to point out, in connection with the pending 
bill, that it collects no revenue for that purpose. There is no ear- 
mark on the money that will be raised by the bill before your com- 
iittco, if it is enacted into law. That monoy will be taken into the 
General Treasury of the United States; it will bo spent on an “‘if-as- 
and-when”’ basis, and it might just. as readily go for rivers and harbors, 
for instance, as anything elss, There is nothing that sets that aside 
and makes it a fund to which the unemployed people in this country 
can look in time of a depression. Personally, I do not think it should 
he; I do not think it is the primary duty of the United States Govern- 
ment to raise money for that purpore. You will note I say “primary 
duty.” At the same time, I do not think there ought to be any 
illusions about this bill that is before your committee. It does not 
raise money for the purpose of taking care of the unemployed during 
a depression of any kind. are 

Now, Mr. Chairman, I have a great deal of confidenco in this 
committee. Ido not believe it is necessary for us to come here and 
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rely simply on technical arguments, or arguments as to the constitu- 
tionality of this legislation. I am convinced, under the decisions of 
the court, which this committee ought to take into consideration, 
that the bill is invalid; but I am also convinced, if we consider it 
purely on the basis of the equities of the case, the burdens to be 
mposed by this bill, how they will be distributed, the nature of the 
payroll tax as such—in other words, the general effects of the opera- 
ion of this legislation. that the committee would, after mature 
consideration, abandon the bill. 

r. West. You are going to indicate the nature of the constitu- 
~ thonal argument, are you not? 

Mr. Gaut. I am, sir. 

Mr. West. That is what I thought. 

Mr. Gaui. Now, Mr. Chairman, if I may, I will proceed with a 
somewhat orderly presentation of the material that I have here. 
Of course, I will be glad to be interrupted at any time you have a 
question you want to ask. 

I listened with great interest to the testimony of Senator Wagner, 
joint sponsor of this bill; because I felt his knowledge of and partici- 

ation in investigations made by direction of the United States 
gonate on this subject had equipped him with a great body of infor- 
mation which he would undoubtedly give to your committee for its 
uso. Iam surprised that he fniled to give you the benefit of some of 
the most valuable data over gathered by an official body. 

On May 3, 1928, the Sennte adopted a resolution directing its 
Comumittce on Education and Labor to appraise and make available 
to nes information with respect to the various systems for the 
prevention and relief of unemployment in foreign countries, as well 
as such private systems as were in effect in the United States. 
Senator Couzens, of Michigan, reperted to the Senate as chairman of 
the committee on March 4, 1929. (S.Rept. 2072, 70th Cong., 
2d sess.) Tt will be noted that the inquiry covered u periad of nearly 
a year. The committee included some of the most distinguished 
Members of the Senate. Six of them are still Members—Couzens, 
Borah, Metcalf, Copeland, Walsh of Massachusetts, and Sheppard. 
In its report, the Senate committee said, at page 9: 

We think it fs generally agreed by tho witnesses that at the present time the 
foltowing conclusions would be drawn from tho evidence: 

1. Government interference in the establishment and direction of unemploy- 
ment insurance is not necessary and not advisalsle at this time. : 

2. Neither the time nor the condition has arrived in this country where the 
avstenis of unemployment insurance now ta vogue under foreign governments 
should be adopted by this Government. 

3. Private employers should adopt a system of unemployment insurance and 
should be permitted and encouraged to adopt the system which is best suited to 
the particular fudustry. 

Mr. Lewis. Who signed that report, Mr. Gall? 

Mr. Gatt. I have tho report itself with me. 

Mr. Lewis. Do you remember the names? Do not take the time, 
if you do not. ; 

Mr. Gat. Yes; 1 read you the list of Senators, I think, who are 
still in the Senate, who signed that report. Senator Couzens was 
chairman. ; 

Mr. Lewis. Just proceed. 
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Mr. Gatu. I would like to digress just a moment at this point, 
because this brings up a matter you asked about a moment ago. 
You asked Dr. Todd why it was that private insurance companies 
of the United States had not gone into the field of unemployment 
insurance. Now, it is almost a coincidence, as to one of the reasons 
they have not gone into the thing. In 1930 and 1931, some of the 
large insurance companies, including the Metropolitan, which held 
charters under the State government in New York, went to the Legis- 
lature of New York and asked to be permitted to write unemployment 
insurance. You will appreciate, of course, that the old-line insurance 
companies cannot write uneniplavment insurance, but only such types 
of insurance as they are authorized by their charters to write. In 
1931, the Legislature of New York passed a bill to permit private 
insurance companies to experiment with this type of insurance. 
That bill went to Govornor Roosevelt, the present occupant of the 
White House, and he vetoed it. Now, I think the committee ought 
to have that information, because it is a coincidence in connection with 
this subject. One reason private insurance companies ure not writing 
unemployment insurance today is that the bill which would have 
pernaitee them to do so was vetoed by President Roosevelt: when 

e was Goveraor of New York. 

Mr. Rerp. Did he write a veto message? 

Mr. Gay. He did write a memorandum on the subject. I tried 
to get it for this committee meeting. 1 do not have the complete 
memorandum, but the date was April 14, 1931. 

Mr. Lewis. You can submit it later, Mr. Gall. 

Mr. Gauu. Yes, sir; I will be glad to put in the record some of the 
reasons which he gaye. It was a one-page memorandum veto which 
he sent. to the legislature. 

Now coming back to this report made by the Senate committee, 
of which Senator Couzens was chairman—— 

Mr. Reep. Do you remember, in substance, the main reason or 
major reason he gave for vetoing it? ; 

Mr. Gauu. 1 do remember distinctly one reason he gave for vetoing 
it. 1 do not want to create a false impression about his reasons for 
doing so, because I do not have the document before ime, but the con- 
cluding reason which ho gave was that tho State Federation of Labor 
in New York opposed the bill. That isin the veto message. 1 may 
say also that at that time 1 heard a good bit of discussion among 
manufacturers about that thing, because they were anxious to sve 
whether so-called “unemployment insurance” had any actuarial basis 
and they were perfectly willing to see the insurance companies experi- 
ment in this field. But the fact is a great many people believed that 
the insurance companies would finally report it had no actuarial basis 
and that is one reason they were not permitted to experiment, as it 
were, with unemployment insurance as applied to the thing we are 
really talking about. 

This Senate committee, of which Senator Couzens was chairman, 
proceeded on page 11 of its report as follows: 

Whatever legislation fs considered on this subject, your commitice is convinced 
should be considered by the States. The States can deal with this subject much 

iter than can the Federal Government. 
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And on the final page of its report, the committce reiterated its 
position in tho following language: 

Insurance plans against unemployment should be confined to tho industry 
itself as much as‘possible. There fs no necessity and no place for Federal inter- 
ference in such efforts at this time, If any public insurance scheme is considered, 
it should be left to the State legislatures to study that problem. 

---- Now, one of the features of your bill, Mr. Lewis, which I think is - 
absolutely unsound, is the feature which says that no State law shall 
be approved under it which allows an em loyer to insure his liability 
with ay pirate insurance company. That feature alone disquati- 
fies the Wisconsin act, becnuse in Wisconsin they not only can but are 
expected to insure their liability. Tho Wisconsin act, as you know, 

. is an act modeled largely on the reserve system. 

Mr. Lewis. Mr, Gall, this question is asked by me in utter inno- 
cence: Why should an employer with a definite pay roll wish to insure 
the payment of a percentage of that pay roll? Is the question clear 
to vou 

Mr. Gat. Yes; it is perfectly clear to me and I am glad you asked 
that, Mr. Chairman. You understand that under the reserve 
system, it is not an insurance system, because it is confined to partic- 
ular companies, or a particular group of companies, and the theory 
is they set up n reserve for this purpose—for the purpose of taking 
care of their unemployment. 

Mr. Lrwis. Do they set up reserves for taxes—for the year's taxes? 

Mr. Gatu. Surely they do; but, in the case of taxes, for the main 
part, you have a predictable item. 

Mr. Liwis. Have not you given a thoughtless answer, Mr. Gall? 
Does the company this year set up a reserve for the payment of taxes 
next year 

Mr. Gaus. Some companies do; some do not. Many companies 
do not operate their books on a reserve basis at all. Some companies 
ilo; ves, sir. But the point I am making is this—— 

Mr. Lewis. Would they go to the point of insuring it? 

Mr. Gaui. Mr. Chairman, I stated I thought the provision in your 
bill was unsound that would not permit the employer to insure his 
linbility. Let me point out why I say that. What the employer is 
eon agreeing that in a certain contingency ho will pay his employ- 
ees, his unemployed ones, certain benefits. Now, is it not to the 
interest of the employees that thoy should have an insurance com- 

uny to look to, rather than simply to look to their employer? When 
Mr. Epstein, who supported your bill, was before your committee, he 
said that he called the Wisconsin system, under which you had in- 
dividual employer reserves, 1 think he said an “if-and-maybe plan.” 
That is, if the employer was solvent when tho unemployment occurred, 
maybe the employee would get the money, or something like that. 
Now, is it not better that the employees should have an insurance 
company to look to in a case like that? Is it not much more likely 
that the insurance company would bo solvent over a longer period of 
tine than the employer? [submit that thought, because I think that 
proctor of your bill is thoroughly unsound, I think it is intended— 

do not know who drafted it, but I know enough of this subject 
to believe that provision is intended to keep private insurance com: 
panies from demonstrating a lack of actuarial basis for unemploy- 
ment insurance, 
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Mr. Lewis. If they want a public admission in that respect, thoy 
need only to read these pearing. 

Mr. Gay. Howover, there is 9 gencral misapprehension outside of 
this committee, among the public at large, and I may say among 
many Members of Congress with whom I have discussed this sub- 
ject—there is a general misapprehension about tho subject of unom- 
ployment insurance and thero is a general feeling that by use of the 
term “insurance” the thing has been dignified and made more 
respectable and put on a basis of certainty, which is not there. 

Now, lest it bo said that this comer ye investigation mado by 
the Senate, to which J referred, and tho report are valuless, becauso 
made prior to tho depression, let us proceed to consider a secon 
investigation mado upon Senator Wagner’s motion by a select com- 
mittee of which he was an active member. I was very much sur- 

rised he did not tell you what that committee discovered and what 
it reported, because ho joined in the report there. Incidentally, I 
may say Senator Weare at that time—it was in 1932, in the middle 
of the depression—did not agree with your position that Congress 
had any logislative power on this subject. Ho agreed with the com- 
mittee that it had no power to deal directly with tho subject. I will 
quote that in a moment, when I come to it. 

On February 28, 1931, Senator Wagner introduced in the Senate a 
resolution (S.Res. 483) to create a select. committee of three members, 
which should bo authorized and directed—I mention this inquiry, 
because I think you ought to know—maybe you do, Mr. Chairman— 
that such_a complete investigation of this subject was made by & 
qualified Sonate committee, which reported fairly recently, so that 
some weight can be given to its findings and to its report—this 
committee should be authorized and directed— 
to make a gencral study of the unemployment insurauco systems in use by private 
* interests in the United States and by foreign Governments, with a view to de- 
termining % tho manner in which such systems were instituted and are now being 
eperntcd $ (2) the cost involved and the results achficved under each such system} 
(3) the relief, if any, afforded by cach such system during the economic depression 
in 1930; (4) tho condition of cach such system on July 1, 1931, with partieu™ 
regara fo the manner in which it survived the economic depression of 1930; an 
(6) tho relative State. Federal, or private responsibility in connection_with any 
such svstems. ‘The committee shall report to the Senato on or before December 
10st oe results of such study, togethor with its recommendations for necessary 

That committee did not report by Decembor 7, 1931, but its time 
was oxtended, How well did Senator Wagnor’s committoo porform 
the task he proposed? It held hearings intermittently from April 2, 
1931, to December 10, 1931. Tho hearings cover 664 pages. The 
scope of the hearings and tho report indicate that the committeo did 
its work well. It reported June 30, 1932, which, it will be remembered, 
was in the midst of the depression. The committee concluded that— 

* * # the subject cf unemployment insurance is not within tho sphere of 
congressional action. 


There could not be any statement plainer than that— 
The subject of unemployment is not within the sphero of congressional action. 


‘That is page 51 of the Senate committee’s report which I have 
with mo. And the only Federal legislation recommended wes a de- 
duction from gross income on the part of taxpayors for sums paid out 
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under unemployment insurance or reserve schemes. Senator Wagner 
filed a separate report agreeing with this recommendation. . 

That this recommendation was approved by and no doubt largely 
influenced by Senator Wagner is demonstrated by the fact that prior 
to the time of the report he had already introduced two bills designed 
to accomplish the purpose of the recommendation. Those bills were 
S. 5350, Seventy-first Congress, introduced December 15, 1930, and 
S. 5634, Seventy-first Con , introduced January 9, 1931. He did 
not dissent from the legal proposition that the whole subject was 
otherwise removed from the sphere of congressional action. 

he question may occur to some as to whether the special Senate 
committee, of which Senator Wagner was a member, having decided 
that Congress had no authority to directly enact an unemployment 
. insurance law, gave any thought to an approach stich as the one 
before your committee; that is, did the Senate committee give serious 
thought to reaching the desired result by indirection through the use 
of some power which the Federal Government does possess? The 
report of the committee discloses that this suggestion was fully con- 
sidered by the Senate committee and was rejected. The committee 
reported as follows: 

It may be contended that while Congress could not pass a workman's com- 
pensation act, directly applying— 

They use the term “workman’s compensation” I think inadvert- 
ently there, although there is something later which indicates they 
probably meant “workman’s compensation” at that point. 

It may be contended that while Congress could not pass a workman's com- 

nsation act, directly applying to all the employees of the companies within 
he scope of the plan and could not affirmatively require all such companies and 
their employees to contribute to life, disability, or unemployment insurance or 
old-age pensions, {t might accomplish the same result by peomibtting tnteretate 
transportation of the products of companies which had not adhered to the plan. 
But this method was condemned by the Supreme Court in the child labor case, 
Hammer v. Dagenhart (247 U.S. 261), and it seems impossible to impose or to 
secure compliance with the detailed affirmative obligations essential to the 
success of the plan by the indirect method of prohibiting interstate transportation 
of certain products. 

Again the committee recognized that it might be possible to cix- 
cumvent the Constitution by appropriating directly from the Federal 
Treasury under a system of Federal subsidies. This suggestion also 
was rejected by the committee in the following language: 

We are quite aware there fs perhaps a way for Congress to circumvent the 
constitutional barrier. I¢ has become not an uncommon practice over a period 
of years. It find its justification In the welfare clause of the Constitution, and 
as & result the Federal Treasury has contributed to the building of State high- 
ways, provided ald for indigent mothers, to child welfare, and to many other 
forme of social service. . . 

But whether in the exercise of the powers conferred by the welfare clause 
Congress could lawfully appropriate public funds for the benefit of a relatively 
limited few and could exclude particular groups in a given class, which it would be 
botind to do because of unsurmountable difficulties to he met tn any attempt to 
make such funds of universal application, is open to very serious question. 

Now, that is a very recent report of a Senate committee which made 
an extensive investigation into this whole subject of unemployment 
insurance, including the question of the relation of the Federal and the 
State Governments to the subject and they conclude, Senator Wagner 
joining, that that is the very limit to which the Federal Government 
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could go, falling short of any force, compulsion, or direct legislation; 
and that the most they could do was to encourage by a system of 
permitting a deduction from the income tax of those benefits actually 
voluntarily paid by the employers under State systems or under 
voluntary systems. The Senate committee then proceeded to make a 
recommendation, in which Senator Wagner concurred, as to the one 
form in which the Federal Government could constitutionally encour. 
age the States and individual employers to adopt systems of unem- 
ployment insurance and unemployment reserves. 

Tho theory of necessity for Federal action in this matter, appar- 
ently, Mr. Chairman, is that substantial uniformity of State legislation 
must be compelled by Congress in order to avoid competitive advan- 
tages and diadrantegee to employers of particular States if there is a 
lack of uniformity. I think that is a fair statement of the practical 
side of it, that it is felt that there should be uniformity—I am pear 
ing now of the areuments of the proponents—it is felt that there should 
be uniformity and that if you do not have a system going into effect 
about the same time in all of the States, some States will hold back 
and others will go ahead, and there will be competitive disadvantages 
between the States. 

Of course, I do not need to recall to you, because I believe you were & 
Member of Congress at the time the first child labor law was passed, 
were you not, Mr. Lewis, in 1916? 

Mr. Lewis. Yes. 

Mr. Gaz. That was exactly the argument which arr A the 
first child labor law at that time, and I think this is interesting history 
and should be made a matter of record. At that time Congress was 
so much in doubt about its authority to deal with labor questions at 
all, with the subject of Suployment relations, that it referred the 
question to its Judiciary Committee. And you remember there 
was a very distinguished Judiciary Committee of the House at that 
time. It referred to the Judiciary Committee the question of whether 
Congress had any authority to deal with the ti ba of employment 
relations. Now I recall that to you because, if it has no authority 
in that field, it has none here. We are dealing here with employment 
relations. In fact, you stated during the course of this hearing, 
that you had to rest this tax on mployaient relations; that that is 
the only way you could reach it. I would like to read to you the 
question submitted to the Judiciary Committee of the House in 1916, 
and their responso to it; because I think it has a very direct bearing 
on what we have before us. : 

Mr, Lewis. Mr. Gall, may I ask this question: How long will it 
take you? Do you expect to conclude this evening? . 

Mr. Gauu. Mr. Chairman, I would like to, frankly, if it is not. going 
to be a burden on the committee, and I will rush along just as fast as 
Ican. But I have some professional engagements tomorrow that I 
have been putting off with conclusion of this subject. 

Mr. Lewis. Very well; proceed. 

Mr. Gat. I should regret very much not to give you some of the 
material I havo here, because I think the record would be very incom- 
plete without it, and Iam very much alarmed, Mr. Chairman, by the 
statemont you made this arene that it was the intention to close 
this hearing tomorrow. There has not been such an important 
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measure before this Congress, and the opposition to this bill—I am 
not siying you have cut thom off; it may be there is some apathy to- 
ward it; maybe the full effect of it is not yet comprehended—but 
the opposition has not been heard except for an hour or two, and the 
record is yery incomplete. As I indicated to you, in my opinion you 
have barely scratched the surface of the material that ought to be 
_.. considered on this subject In fact, one of the recommendations I 
shall make to you is that you avail yousselves of the material that 
has been collected by the Senate committees that have studied the 
subject, and it is very necessary as a basis for legislation that some 
se material be gathored in the light of the past 2 years of the 
epression, 
ow, in 1916 the House submitted to the Judiciary Committee 
the question, as I have said— 
Can Congress, under the commerce clause— 
And the analogy is perfect between that and the taxing clause. 


hn Congress, under the commerce clause, regulate directly or indirectly the 
conditions of female or child labor within tho State? 

A unanimous report was received on February 7, 1917, being Report 
7304, Fifty-ninth Congress, second session. Here is the answer; it is 
summed up in this way. It is a rather lengthy report, but this is 
the conclusion of the committee: 

It is not a debatable question. It would be a reflection upon the intelligence 
of the Congress to so legislate. It would be casting an unwelcome burden upon 
the Supreme Court to so legislate. 

Now that was the unanimous conclusion of both Republican and 
Democratic :nembers of the Judiciary Committeo with reference to 
the first child labor law. In the face of that report, Congress passed 
the first child labor law, although all of the decisions were against it 
and it went to the Supreme Court which by 6 to 4 decision invalidated 


Now if the pemeple is sound that Congress may use its taxing power 

to compel uniformity of State legislation in the matter of employment 

-insurance, why may it not do so in every othor fleld with respect to 
which there are competitive differences? I contend, if you can use 
the taxing power here to compel uniformity of legislation on this 
subject, that you can uso it under the Constitution to compel uni- 
formity of State legislation on any other subject: i. 

The workmon’s compensation laws of the States aro not uniform. 

As a matter of fact, threo States even today have no workmon’s com- 

ensation law. Why not compet uniformity in that field? Less than 
bal the States have passed old-age ponsion laws. Why not compe 
the other States to pass them and at tho samo time compel uniformity 
of the laws already passed? Surely tho tax burdens involved in those 
States, which have already passed old-age pension laws, place ail its 
citizens at a disadvantage with the citizens of othor States who are 
not so taxed. 

A few States have a form of minimum wage law. It is not a com- 
pulsory law, but they have a form of minimum wage law. Why not 
pose a Federal tax act to compel all other States to follow suit? 

y not at the same time compel uniformity in State laws regulating 
hows of ter for women and minors, and for male adults in hazardous 
ustries : 
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_ There is complaint about the competition of State governments one 
with another in the matter of levying taxes on gasoline, tobacco, soft 
drinks, and so forth. Why not ee a Federal statute which compels 
similar levies on the part of all the States? In this connection it 
should be pointed out that if a Federal tax which compels uniformity 


of State action is valid, no objection can lie to it by reason of thefact =» 


that it compels some States to lower their standards rather that to 
raise them. That is, you can limit by the indicated method the 
amount of revenue which a State could raise from a certain source if 
this principle is sound. 

There are other matters of State legislation, such as the matter of 
the incorporation laws. For instance, Delawaro is very sovorely 
criticized by a great many people as the “Reno of corporations,” 
Now «# lot of people think a uniform incorporation law might bo a 

ood Hing. In fact, the American Bar Association has been consider- 
ng that for a long time and has approved a uniform incorporation 
law for State adoption. Why not compel uniformity in that respect? 
And you can go on ad infinitum with respect to State laws which are 
not uniform and which give superior advantages or very great disad- 
vantages to the citizens of some States, and some uniformity would be 
better perhaps in some cases; but the question is whether the Federal 
power is going to be exercised to make uniformity in all of those cases, 

The mere angeestion as to some of the fields which might be occupi 
by the Federal Government by indirection and through a pretended 
exercise of its taxing power should be sufficient to indicate tho impli- 
cations of the pending bill. - - 

We may well ask whether compotition is to be abandoned and 
uniformity compelled throughout the whole field of business and 
industry. Beforo embarking on that program, however, it is woll to 
remember that while Congress might use its taxing power to compel 
untorty with respect to a t many elements of cost, there are 
certain other advantages which cannot, for the most part, be romoved 
-by legislation. Among these are proximity to raw materials, to 
markets, to an adequate supply of skilled labor, or to water bone 
and advantages due to superior productivity of soils, access to inlan 
waterways or seaports, and advantages in transportation rates. 
When these factors in competition are considered, the utter futility 
of an attempt on the part of Congress to overcome the advantages of 
competition by compelling uniformity, in matter of social legislation, 
becomes Spparent, 

Now, Mr. Chairman, take the case of Tennesseo, for instance, 
There is very litte to attract many of tho large corporations to Ten- 
nesseo, oxcept the fact ney are getting out from under certain burden- 
somo regulations and legislation in some of the more highly industrial- 
ized States, and that they are getting close to the cource'of the kind 
of labor that they want, if they can utilize farm Jabor, for instance, 
part of the year. 

We hear a lot about seasonal unomployment. It is a funny thing 
that the emphasis is always on the word “unemployment.” and very 
little is said about the tern “seasonal employnrent”, such as these 
companies give to the farm population. The farm income is very 
low; unfortunately so. Tho manufacturers wish it wero much higher. 

is partial or seasonal employment that is given by many of these 
companies to farm people is a very substantial addition to their 
incomes. It is a thing that they need. 
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(Mr. Gall asked that the following statement be inserted at this 
point in his remarks:) : 


Rurav Inovustries SupPLeMeNnt Income oN Faas, New Survey Snows 


Farm people gnployed by 123 factories in 15 Eastern, Southern, and Central 
$1,800,000 In wages in, 1031} 6 of the factories pale $22,000 to 
farm peopte for work at home, auc 


This survey is designed to gain some measure of the income of farm people 
i arming. The 1930 census disclosed that approxt- 
mately 1,500, people living on farms are employed in other lines of work; con- 
vers 
The outside occupations of people who live on farms range from banking to rall- 
roadin . Tho census reported that the farm population Included 11,000 persons 
“ ¢ fn banking and brokerage activities; 11,000 in insurance and real estate; 
18,000 {n filling stations anid automobile ageneleas 24,000 public servants; 225,000 
professtonal people; 231,000 peo le engaged in the ransportation industry. 

The 123 factories included in the Bureau’s survey are located in comparatively 
small towns or in the open country. Of a total of 18,805 employees in these 
factories, 4,174 were farm residents of whom 482 men were active farm operators 
and the remafnder members of farm families. 

The factorics included textile mills, paper plants, canning factories, meat 
packing plants, machine shops, leather factories, clay and glass industries. Some 
of the factories are owned entirely by farm people, somo are financed in part by 

arm people. More than half the factories surveyed are in North Carolina, 
Pennsyivanla, and Virginia; there is a good representation in West Virginia, 
Massachusetts, and New York, and the remainder are scattered generally through- 
out the area covered by the survey. 

The Bureau reports that most of the farmers who had invested in the various 
industries were receiving some income on their investments; and that the exist- 
ence of the factorics afforded an expanded outlet for locally produced fruits, 
vegetables, eggs, poultry, milk, and other farm products. Most of the farm 
people working for wages in the factories were receiving from $600 to $1,000 in 
wages per worker; there were many part-time workers who received $50 to $400 
& year, and a few farm people were factory superintendents who received around 


& year. 

The Bureau reports that outside employment of farm people is especially pro- 
nounced in areas where small farms are numerous and where agriculture is hand- 
icapped by unfavorable natural resources. Its survey excluded the subsistence 
type of farm where gardening is an adjunct of industrial employmen and in- 

- cluded only people living on farms as defined by the census. A survey in Knott 
County, Ky., made in 1930, revealed 138 local industrial enterprises engaged 
in by farm people in that arca, principally handicrafts, saw milling, grist milling, 
coal mining, and stone quarrying. In & report on the Knott County survoy the 
Bureau says that “small-scale industrial activities and handicraft work are now 
important sources of income for farm families in many places where soil, to DOB 
raphy; and relative tsolation preclude a profitable system of farming. Agricul- 
ture in theso sections of restricted opportunity is largely a matter cf subsistence 
farming; that {s, the production of as many of the necessities of life as can be 
raised on the individual farm. Only a little surplus to sell for cash is possible, 
80 the family must tura to other kinds of work for its cash income.” 

Some of the farm people interviewed in the Burcau’s current survey said that 
were it not for the Income received from outside industrial work they would have 
to aut farming; others that the local industrial employment kept young people 
on tho farm. Some complaint was voiced that wages wero too low, but the con- 
sensus was that the farm people employed oven in part-time industrial work 
were better off, financially and socially, than if they lived in the city. 


We talk about regularization of employment. Regularization of 
employment, if logically carried out, practically does away with these 
peak periods of production, whereas farm labor is utilized by many 
cotupanies in many communities,—I am thinking particularly of the 
situation in Tennessee, which I happen to know of. There would be 
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no reason why these companies should go to such States as Tennessee 
if the conditions of competition were equalized by a Federal act, or 
even if the major conditions of competition were equalized by a 
Federal act. You know what they would do. All of these largo 
companies, patra would concentrate in New York, or New Eng- 
land, or in the vicinity of Chicago and other large cities; because then 


the only advantage they have would be in being close to the market, ~ ~~~ 


Of course I know in some instances they would go close to their raw 

niaterials; but, in the main, they would go close to the markets. 

But if you set up the principle of equalizing the cost of production, 

so as to protect the manufacturers and merchants of one State against: 
the manufacturers and merchants of other States, you are going to 

drive industries to the centers of population into and near the large 

cities and out of the predominantly agricultural States where they : 
have gone in recent years, ‘Chey just won't go there any more, 

because thero won’t be any reason for them to go there. 

Let mo recall to you that 14 Southern States have recently formed 
what they call the “Southern States Industrial Council.” It has 
just_one purpose and that is to get the propor differentials for labor 
in those 14 Southern States in N.R.A. codes. Now, they beliove 
they are entitled to a differential. In other words, thoy do not 
believe their labor cost ought to be the same as it is for the rest of 
the country, and they can make out a good caso for it. Now, are we 
to say that the labor cost ought to be equalized, so as to avoid dis- 
advantageous competition? I do not sce how a Member of Congress 
from one of those 14 States-could support legislation based on the 
principle in your bill and then turn around and ask for a wage differ- 
ential in favor of the South by the N.R.A. I just do not see how it 
is consistent, at all. . ; ; 

But let us look at another angle of this situation. While Congress 
may use its taxing power to compel various forms of social legislation 
on the part of the States and may thus tend to defeat the advantages 
and disadvantages of competition as between our own citizens, it 
necessarily, by the same action, subjects all our citizens toa further 
disadvantage in foreign competition. I do not think enough thought 
has been given to that general subject, Mr. Chairman, that when you 
impose additional arbitrary costs on the manufacture of goods in this 
country, you are by the same token making it very much more diffi- 
cult for our manufacturers to compete in foreign fields and for them 
toccmpete in their home market with the goods of foreign origin which 
come in here. ; 

So it seems to mo the effect of compelling competitive equality 
among the States is to compel competitive inequality in matters of 
foreign commerce, if it is carried to its logical conclusion. I do not 
say this bill.alone will do that; but we cannot consider this bill in a 
vacuum. Industry today is facing a number of bills here on the Hill, 
all of which are of the same sort, and we have a right to look at. them 
as a whole; because none of them is going to be destructive of indus- 
try in itself, but, taken as a whole, they are feing to impose a very 
serious burden on the industries of the Unite States, which are now 
trving to come out of the depression. : 

, Our tariff situation is already fraught with serious dangers; our 
industries havo suffered severely from the effects of depreciated 
foreign currencies; the duties fixed in the Tariff Act of 1930 have been 
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greatly affected by the depreciation of foreign currencies, Remedial 
action provided for by Congress in the Nationul Industrial Recovery ~ 
Act has been oualy ineffective. If we now amass additional arbi- 
trary costs on American industry, we will further handicap our domes- 
tic producers, both in competing with foreign goods in our home 
market and in attempting to compete in foreign markets. 

Now to come directly to the principle of the pay-roll tax, Mr. 

-Chairman. The pay-roll tax-is one of the most inequitable taxes 
that can be imagined. I have given a considerable amount of study 
to that; I have consulted a number of people about different forms of 
taxation, and I have concluded the incidence of this tax and its 
operation, and the points from which the money will be collected, 
make it a very inequitable tax. In your recent dissenting report as 
a member of this committee on the revenue bill, you argued very 
strongly for the principle of taxing according to ability to pay, and 
I want to point out to you that the pay-roll tax absolutely ignores 
the principle which you there argue for; because the pay-roll tax is a 
tax on an operation conducted at a loss just exactly as it is on an 
operation conducted at a profit, and you collect just as much from 
the man losing money as you do from the man making money, by 
the pay-roll tax. I want to enumerate some other very obvious 
objections to the pay-roll tax. ; 

r. Lewis, That is assuming the employer is the final payer of the 
tax and it does not go into the price of the product. 

Mr. Gauu. All right. 

Mr. Reep. Just a question there: There a reindustries, are there 
not, Mr. Gall, that cannot pass the tax on to the consumer? 

Mr. Gaut. Why, there is no question about it. I will make this 
statement, Mr. Chairman: It is true of this tax, as it is true of every 
other tax that is poe on industry, that where it can bo passed on 
itis passed on. I willmake thatstatement. Thatis true, that where 
it can be passed on—we all know that—it is reflected in the cost of the 
commodity that the consumer must pay. But I want to tell you that 
in a large majority of cases this pay roll tax cannot be passed on. 
I will elaborate on that. We have got to approach this pay-roll tax 
from two standpoints—— . 

Mr. Lewis. But where are the industries, Mr. Gall? Tho facts 
there are interesting, but what are the industries, now? 

Mr. Gatt. I will give you offhand—— 

Mr. Lewis. Speak of commodities, first. ; ; 

Mr. Gatu. I regret I cannot give you as much information on that 
point as you undoubtedly would like to have, but I will give you an 

Nustration. I will take chewing gum as an illustration. Chewing 
gum is made to sell for & cents a'package. It is one of those com- 
modities that is sold on a price basis. You cannot jack that price up 
to reflect this cost. If you are on the border line and make chewing 
gum, you still have to sell it for a nickel a package, and you have got 
to absorb this tax, and you cannot pass it on because the consumer 
won’t pay it. 

It is just like the Ingersoll dollar watch. You remember the Inger- 
soll Watch Co. had to go out of business; it went bankrupt. Why? 
Because they had built up their sales on the basis that this was a 
dollar watch and, when we got into the period of inflation, right after 
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the war, they could not make that watch and sell it for the size dollar 
wo then had, and they had to fo out of business. 

There are lots of industries like the chewing gum industry. You 
take the whole lino of stuff sold in the & and 10 cent stores: When you 
impose a pay-roll tax on an industry making goods for that trade, 
that tax cannot be passed on; it has to be absorbed. It is price goods, 
and the public won’t pay more for thom. Practically no goods 
are a for a low price (5, 10, and 25 cents}, where tho tax can bo 
passed on, ; 

Mr. West. This would apply, then, principally to the manufac- 
turers of consumer goods? 

Mr. Gatu. Pardon me? ; 

Mr. Wesr. That is, the ordinary articles that enter into immediate 
consumption; it would not apply to the manufacturers of capital or 
durable goods? ; 

Mr, Gaut. I will show you in a minute why that is not true, 
quite. 

Mr. West. I am asking you. 

Mr. Gay. No. 

Mr. West. I am not saying it is a fact; I am asking you. 

Mr. Gaut. No, it is not. I have developed that here, and I 
believe I can conserve your time if I proceed. 

Mr. West. As a matter of fact, Mr. Gall, the manufacturers of 
consumer goods employ a smaller percentage of employees, I think 

percen 

Mr. Gatt. I have those figures here. ; 

Mr. West. Whereas the manufacturers of capital goods, durable 
goods, employ about 65 percent of the wage earners in the factories. 

Mr. Gat. The figures are very interesting; I wish we had the time 
to go into them. 

Mr. West. I do not want to interrupt you too much, because I 
know you have a lot of material there. 

Mr. Gat. I have. It is in fact true that today the bulk of the 
unemployment is in the heavy-goods industry. 

Mr. West. It is also true that the heavy-goods industries employ 
the great majority of the laborers at any time, is it not? 

r. Gatun. A small majority; yes. 

Mr. West. Is it not a fact it is 65 percent? 

Mr. Gatu. No. I have the exact figures here, if you want them. 
The fact is all employment and gainful occupation is divided in two 
classes: (1) Those that go into products and (2) those that go as 
services. That is, you have a very large body of people who do not 
make things at all but merely render services. That is about half 
and half—those who aro engaged in production and those who are 
engaged in rendering services. 5 

Mr. West. There is 9 third group, which you can make two groups 
out of, otherwise known as “heavy goods and consumers’ goods.” 

Mr. Gat. That is right. Then when you get into the manufac- 
turing field and divide it into two groups, more than half aro in the 
heavy-goods industry, where the bulk of unemployment lies today, it 
is true. I want to develop that point; because I want to show you 
why it is true today, although it might not normally be, that most of 
this tax cannot be passed on evon by the durable goods people. Fur- 
therinore, I do not care which horn of the dilemma you take about 


332 UNEMPLOYMENT INSURANCE 


this pay-roll tax, whether it can be or cannot be passed on. If it can 
be passed on, it will be; but, if it is, I am going to show you in a 
moment that the suit of clothes you have on, or that I have on, carries 
this tax multiplied seven times. It is a cumulative tax; that is one of 
the real vices in it. From the time the farmer produces his cotton, 
if it is a cotton garment, until the man buys the garment—lI am speak- 
ing of the men’s clothing industry, because that is tho illustration I 
—~have in mind— until the time that garment is sold to the ultimate 
wearer, this tax multiplies seven times. 

Mr. Lewis. Is not there a cumulative set of employees to match, as 
you go up, that profit? 

Mr. Gauu. Yes; but that does not help the consumer when he pays 
this tax seven times. That is the vice of this tax. 

Mr. Lewss. I think the answer to that is the question of duty. 
The consumer formerly bought his coal and did not pay for the human 
life and the human disabilities involved in its production; he was not 
paying for his coal. Ho is paying for it now. If there is a duty here 
and the industry fails to regularize to meet this obligation in a degree, 
then I think the rest of the objection falls; because the consumer 
- should be willing to pay the inherent costs in the commodity he buys. 

* Mr. Ganv.- Now, Mr. Chairman, I agree with that argument, but 
I want to point out that this Congress has already rojected the general 
sales tax, that is, a manufacturer's excise tax on all commodities, It 
rejected it because it would be passed on to the consumer. Now, 
the theory of this pay-roll tax is, it is going tobe passed on to tho con- 
sumer. I want to show you this is, therofore, in its effect a sales tax, 
but is not as sound a tax as a gencral sales tax; because tt is selective, 
because it is hidden, because itis cumulative. So that it has the vices 
of the sales tax, but none of the virtues. 

It may be argued that many foreign countries have unemployment 
insurance and other social legislation which enter into costs of their 
products and that American industry suffers no disadvantage in com- 
petition from the imposition of similar costs. This, however, ignores 
the plain fact that the real wages of our workers, which is another 
way of saying their standard of living, far exceed those of most other 
countries and that this is presumptive evidence that many of these 
costs in foreign countries tend to be subtracted from tho real wages 
paid the workers. Perhaps, thereforo, after all, there is somethin 
significant in the use of the term “excise” xs applied to a pay- i 
tax such as is proposed here. ‘The word “excise”? means literally 
Seut outof.” ‘There isa fairly general beltef that the cost of a pay-roll 
tax, in largo measure, will be cut out of the pay roll itself and this is 
inevitable if the industry is one which is unable to nbsorb the tax or 
to pass it on to the purchasers of its goods. 

It would take a strong sense of humor to suggest that the employer 
might absorb this additional tax through further economies in other 
costs of operation. Sovernl years of depression and the tremendous 
additional costs imposed through the N.R.A. have exhausted the 
ingenuity of most business managers in the matter of discovering 
additional possibilities for economizing. 

The pay-roll tax is one of the most inequitable taxes that can be 
imagined. In the first place, the exemptions of this bill are such as 
vractically to make manufacturers and merchants, as such, legally 

anaible for the burdens of unemployment, although most students, 
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including those who favor unemployment insurance, admit that the 
employer cannot, except within very narrow limits, exert any control 
over unemployment. He can no more prevent unemeloymiont than 
he can control the likes and dislikes of the consuming public or compel 
them to trade with him, or can anticipate technological changes which 
may make his entire product unmarketable. 
_. This bill exempts employers of less than 10 persons, According. 
to the National Industrial Conference Board, of the 210,959 manu- 
facturing establishments in the United States in 1929, 74,3 percent 
meee re er 20 employees. I do not think that is generally appre- 
ciated, ; 

Mr. Lewis, What percentage? 

Mr. GALL. 74.3 percent of the manufacturing establishments of 
the United States in 1929 employed from 1 to 20 men. 

Mr. Lewis. Now, have you any statistics there showing the num- 
ber that employed from 10 up? 

Mr. Gauu. No, sir; unfortunately. I tried to get them before I 
came to this hearing. There is un estimate, but there is no census. 

‘i Be Lewis. What are the divisions; have you got the divisions 
here 

Mr. Gat. 1 to 20; 21 to 50; 51 to 100; 101 to 500; 501 to 1,000, 
and then there are some figures beyond that. 

fr. Lewss. In the first division, up to 20, it covers 70 percent? 

Mr. Gave. 74.3 percent in number. 

Mr, Lewis. In manufacturing? 

Mr. Gav. In manufacturing; yes, sir. 

Mr. Reep. How many manufacturers did you say? ; 

Mr. Gauu. There were, in 1929, 210,959 manufacturing establish- 
ments in the United States, aceording to the Census Bureau, and 74.3 

ercent in number of those establishments employed twenty men or 
ess. I point that out for this reason: You are exempting employers 
of less than 10 persons. ‘That may seem practical in this bill to do 
that; but if the theory of the National Industrial Recovery Act, of 
requiring every employer, irrespective of size, to accept the burdens of 
the act, in order to prevent less than 10 percont of employers engaged 
in practices which demoralized markets, is sound, then what shall be 
said of the principle for which this bill would be a precedent, of leav- 
ing a tremendous number of small employers outside the fold to en- 
joy the advantage in competition which it is the purpose of this bill 
to prevent as between the industries and trades of the various States? 
Is it not better for an employer to have tho disadvantage of superior 
competition from another State than the competition of a large num- 
ber of small competitors in his immediate vicinity? 

Mr. Lewis. Mr. Call, construing the bill, would the State legis- 
lnture be inhibited from making employers of a smaller number 
liable under the State legislation? 

Mr. Gaus. Yes, sir; it would under your bill. 1 will explain that. 
1 notice you are about to take issue with that, Mr. Eliott? 

Mr. Lewis. It-is a matter that ought to be cleared up. 

Mr. Gate. I think if Mr. Eliott knows better, he ought to say so. 
I have the bill here and my recollection is that is not listed in the 
qualifications of State acts for certification; but that is in the pre- 
liminary part of your bill, which says what employers are covered. 

62830—34——22 
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If that is true, a State cannot vary that portion of your bill. I may 
be wrong about that. 
- Mr, Exxiorr, You are wrong; yes. 

Mr. Gauu. I will be glad, if 1 am wrong, to be corrected. 

Mr, Extrotr. Those definitions are for the purpose of defining 
who shall be taxed by the Federal Government; not for the purpose 

of a who shall be considered employers under any State law 
.. that may e passed, A reading of the bill, I think, will show that. 
ie ALL. You mean these other people would not be entitled to 
cr 

Mr. Exniort. If they did not contribute anything, how could they 
get a credit; if they do contribute, they would not bo entitled to a 

_¢redit. They would not be taxed, so how could they be entitled to a 
credit? They would not have any tax to get a credit against. 

Mr. Lewis. That might be an extra reason why the State might 
enter, if it chose, or decline to enter in the Federal act. 

Mr, Gaut. Could a State, for instance, include agricultural labor 
and farmers under this bill? 

Mr, Lewis. Not under this bill, but it could under its own legis- 
lative powers. 

Mr, Gat. I will come back to that, if I may, later. I want to 
ria \ observation that to make the inclusion of agriculture under 

is bill—— 

Mr. West. Did you give the figures of the number of employees 
that would be involved in this 74 percent of the concerns? 

Mr. Gatr. No, sir. 

Mr. West. That was the figure you asked for? 

Mr. Reep. Yes; that is what I asked for. 

Mr. Gat. The number of employees? 

Mr. Reep. I asked fur the number of establishments. 

Mr. Gatu. That is what I thought. 

Mr. West. You said there were 210,000 establishments and 74 

per cent employed 20 or less? 

Mr. Gay. Yes. 
oe West. And the average is 10, of those establishments under 

at. 

Mr. Gay. I see what you mean. 

Mr. West. Suppose you have 150,000 establishments that employ 
20 or less, and the average is 10 per establishment, you would have 
1,600,000 employees out of some 48,000,000. What I am getting at 
is this: Now, tho bulk, while it seems large, yet really you have about 
2 percent of the employees. 

_ Mr. Gate. I am not going, of courso, to the number of employees, 
but the numbor of establishments. __. 

Mr. West. And, using the number of establishments, you are 
reaper i percent of the employees of those establishments affected 

o bill. 

Or. Gate. But insofar as competition is concerned, you do not 
compete with employees; you compete with establishments. 

r. West. But take establishments that form the basis of industry, 
if this bill applies to industries employing 98 percent of the labor, I 
think «we could eliminate 150,000 establishments of the minor ones. 
What are the facts? 

Mr. Gat. I will say this: That argument has been presented 
many, many times at the N.R.A. that it is the very small manufac- 
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turer who has given the most trouble in the enforcement problem 
ane application of the codes of the N.R.A. I know that can be borne 
out. 

Mr. West. They are exempted under this. 

Mr. Gat. They are exempted under this which means they are 


free to go ahead with their competition, without the burdens of this 


bill. That is what that means. 

Mr. Lewis. Now, let us get the statistics right, if I have them 
wrong. ‘ 

Mr. Gate. All right—that 210,959 manufacturing establishments 
in the United States; in 1929—— 

Mr. Lewis. Employed how many? 

Mr. Gat. The total number of employers employing—— 

Mr. Lewis. Yes. : 

Mr. Gat. I have not that figure exactly —— 

Mr. Lewis. The employers employing not more than 20—— 

Mr. Gat. Not more than 20 persons. 

Mr. Lewis. Employ what percentage of the total employees? 

Mr. Gatu. I cannot give you that figure. 

Mr. Lewis. Oh, I misunderstood you, then. , 

Mr. Gatt. I gave you the percentage of the number of establish- 
ments which employed 20 men or less. 

Mr. Lewis. We can get that cleared up. ; 

Mr. Gaui. Yes. Now, the present Congress has emphatically 
refused to enact a sales tax for the purpose o providing the revenues 
needed by the Government. When congreesone leaders in Decem- 
ber 1932 quoted President-elect Roosevelt as savormg. enactment of 
a sales tax, the President elect let it bo known that he was “horri- 
fied’’—he used that term. The proposed pay-roll tax is not only a 
sales tax, but, in addition, is a production tax, a processing tax, and 
a distribution tax. It has all the vices and none of the virtues of a 
sales tax. It is selective as to the classes of business against which 
it is to be assessed, and henco, is discriminatory. It is cumulative; it 
applies over and over again on every operation from the production of 
raw materials to and including the final sale of a product to the ulti- 
mate consumer. It is levied upon operations conducted at a loss as 
well as those conducted at a profit, and, finally, it does not oven have 
the merit of a retail sales tax, which is, that the purchaser knows that 
he is paying the tax. The pay-roll tax is a hidden tax and each 
successive purchaser of a commodity pays the tax if it can be passed 
on under the circumstances of the particular transaction. 

Mr. Lewis. Have you an alternative tax in mind, Mr. Gall? 

Mr. Gaut. An alternative tax? . 

Mr. Lewis. Supposing the bill to be desirable? 

Mr. Gat. I do not want to anticipate the conclusions I have 
reached about this thing, but I will say to you I do not think you 
can impose a new form of tex under this bill and have a valid bill. 
I think you can do what the Senate committee recommended and 
what Senator Wagner proposed in his original bills; you can give 
credit against income-tax payments, and 1 think that is eminently 


airer. 
Mr. Lewis. That would mean raising the incomo tax correspond- 


ingly. 
Mr. Gatt. All right, sir; it might mean raising tho income tax 
correspondingly in order to give the credits; but, in the first place, if 
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you adopted that system instead of this, you would have this thing 
on tho basis of true encouragement and cooperation to the States, 
rather than compulsion, which this bill employs. In the second place, 
you would have collected the tax from the people that made the money 
and could afford to pay it. In other words, the income tax is a sound 
tax—it does come from people who can afford to pay it. But this 
tax doesnot. oo an ane 
~ ~~ Now, you were told by the Secretary of Labor that the 5 percent 
pay-roll tax is eauicalent to less than 1 percent of tho total cost of 
any article manufactured, That is my recollection of her testimony 
as I sat here and heard her—that the 5 percent pay-roll tax, if spread 
out, would average less than 1 percent. 

Mr. Lewis. That did not take into account previous organizations. 

Mr. Gatt. It did not take into account the cumulative nature of 
the tax at all. 

Mr. Lewis. No. ; 

Mr. Gay. Furthermore, oven if it did take that into account, it is 
not a correct statement, and I will show you why, That statement, 
unfortunately, displays a woeful lack of information as to manufac- 
turing costs. It also completely overlooks the point which 1 havo 
already made—that this 5 percent pay-roll tax is cumulative and is 
therefore multiplied many times. . 

What is the fact about the relationship of the 5 percent pay-roll tax 
to the final cost of an article? I am not now speaking of the price at 
which an article is sold to the ultimate consumer; I am speaking only 
of the actual additions to cost of manufacture due to the cumulative 
imposition of the pay-roll tax. If an article which it costs $1 to make 
has a &0 percent labor cost in it, the pay-roll tax is equal to 2.5 percent 
of the total cost. Therefore, for her statement to he correct, it is 
obvious: First, that the labor cost must he less than 20 percent of 
the total cost of the article. If the labor cost is 50 percent, the per- 
centage is 2.5; therefore, in order to bring it down to 1 percent and 
make her statement correct, the lahor cost, the ratio to the total cost 
of the article, must be less than 1 to 5; that is, it must be less than 20 
percent. Second, that tho pay-roll tax must be levied at one point 
only and must not be cumulative. 

Now, what are the facts about the proportion of labor costs to 
total costs in the field of manufacture? I have here a table of com- 
modities; it is detailed and interesting and pertinent to what we have 
under consideration here. It was published by the Standard Statistics 
Co., Inc., a well-known statistical service organization, on March 12 
1934—in other words, just a couple of weeks ago. It was published 
for the Wurpose of showing what companies offered attractive invest- 
ments at the present time on the New York Stock Exchange, and 
was published for the purpose of showing which ones had high labor 
costs in their product and which ones had low labor costs in their 
product; because the point that they were making was that, the lower 
their labor cost in proportion to the total cost, the more attractive as 
an investment, because the less they were affected by the N.R.A. 
shortening of hours, raising of wages and other things which might 
me their lahor costs. Now, they made up these figures for 43 indus- 

ries. 
Mr. Lewis. Manufacturing industries? 


UNEMPLOYMENT INSURANCE 337 


Mr. Gaty. Manufacturing industries, and in only 15 cases out of 
the 43 was the Secretary of Labor’s observation correct. And, in 
those 15 cases, it is not correct unless you assume that she meant to 
discount the cumulative feature of this tax. 

Now, the percentage of wago costs, that is, labor cost, to total 
cost ran up as high as 68.9 percent in one case. Tho average labor 


- cost was well above 30 percent and, as I have said, in only 15 of the = 


43 cases was it less than 20 percent. 

Mr. Lewis. In the last Census of Manufactures that I recall 
the percentage was 22.45 of the wholesale value of the product of 
manufactures generally. That was some years ago. 

Mr. Gaty. When you say “wholesale value”, do you mean whole- 
snlo selling price? 

; Mr. Lewis. Tho wholesale price reported in the Census of Manu- 
actures, 

Mr. Gate. Because, if you are talking about price at which it is sold 
the ratio is quite different. ; 

Mr. Lewis. It is the wholesale value computed in that report, of 
the total manufactured products. ; : 

Mr. Gat. If it is wholesale value in the senso of selling price, that 
might be correct; if it is wholesale value in the sense of the actual cost 
of the commodity at the point whero it is manufactured, it is not 
correct. 

Mr. Lewis. Perhaps I am not justified in using the term “ whole- 
sale.” I think now this was the expression—“ value of products at 
factory.” 1 spoke of that as the wholesale value. 

Mr. Gatt. That really goes to the price rather than cost; the value 
goes to price rather than cost. 

Mr. Lewis. I would take it to be so. 

Mr. Gatt. I would like to submit this table: 


Relative labor costs 
Vercent wages to Vercent wages to 
total costs total costs 

Motion pictures. ........--.... 68 9 | Locomotives. .........-.-....- 27.3 
Car construction (railroad). ....- 56.2 | Auto tires... 22.22.22 eee 26.7 
MIPCTONG So icc cece eee cuentas 64. 21 Refrigerators.........--.-..-.- 26, 0 
Boots and shoes (rubber)... .. -- 62.8 | Aluminum.....-..-.....-.-.-- 25. 4 
Rayon vatn.......-..------.-- 51.4 | Gas (manufactured)... .....-- 25. 1 
Printing and publishing... -..-. 46.1 | Leather.......-.-.--...-...2- 22.9 
Shipbuilding. ................- 45.8 | Paper. .......-..---.--. 22-005 21.3 
GHASS. Cec cceetee ac ee wice seat 44.1] Automobiles. .....-......----- 184 
Cast fron pipe.......-.......-- 40. 3 | Boots and shoes. ......-..-.--.- 16.5 
apes and rigs..-.......-... 38 5 | Tobacco (ali products)... .-.-.- 16.6 
Agricultural implements... ..-- 37. 2 | Canning......-....-.....----.- 14.6 
Cotton guods.....-...------.-- 35.3 | Paints and varnishes. .....-..-. 13.1 
Nuit goods.......2.-...--..--- 34.8 BOS eo dns Peale cee aaa! 12.0 
Contents visi seo wel ee ae $4.8 TOANS soca si cee oii ce eee 11.6 
Rubber (excluding tires and Lubricating ofl. ......2---.-..- 18.4 
shoes)......-.---...--.-4 a-- 34.6 ertilizers. .. 2.0.2.2 ee eee 10. 3 
Bread and bakery products. .-..-. 32.1 | Alcohol and liquors (a).......-. 9. 2 
Textiles (dyeing and finishing)... 31.7 | Blast furnaces.....--...----.-- 6.9 
Silk and ravon finishing. ....... 31.4] Meat packing. ......-.-.-..-.- B.S 
Copper aud tin... . 2.222.222... 30.8 | Sugar refining........----.-.-. 85 
Woolelit., ocec osc oeeweteewesws 29. 6 | Copper smelting.......-.-...-. 4.5 
BReverages.........-..-----.-- 28 3 | Lead sinelting.......-......... 4.3 


Now, I pointed out. some features of this pay-roll tax. Thero is 
another feature of it which I think will appeal to your sense of justice 
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as between different manufactureres, Mr. Lowis. A pay-roll tax is 
grossly inequitable as between employers. For instance, taking the 
case of two companies of which I know, which have approximately 
tho same number of employees and approximately tho same total 
pay rolls and would, therofore, pay the same annual tax under this 

ill: One of these companies does @ gross annual business of about 3 
_ million dollars; the other does Bh ays annual business of about 20 

million dollars. In other words, the first company does nearly seven 
tines as much dollar volume of business as the second company, but 
thoy would pay the same tax under this bill. Therefore, the tax 
largely ignores the capital invested, the nature of the product, the 
rapidity of turnover, the volume of gross business, and the question 
and amount of profit. . ; 

Again, lot us consider the application of this tax to two employers 
making tho samo product and in keon competition for the samo mar- 
kets. Ono of these employers has mudorn machinery and equipment; 
the other docs not. Tho one who has better machinery pays less tax 
becauso his pay roll is less. 

Mr. Lewis. How about the tax on machinery—the other taxes he 
has to bear, domestic taxes? 

Mr. Gat. -You are talking about direct property tux? 

Mr. Lewis. Yes. 

Mr, Gatun. Thoy do not amount to much in any of tho States. 

Mr, Lewis. That is the first time we have heard that statement 
mado in the Ways and Means Committee for some years. Iam not 
snecring. 

Mr. Gatt. I will say this: I am talking about the direct property 
tax as such, standing alone; the amount involved in jroporiion to 
value, in most States, is very small, and is a very small item in the 
cost of doing business compared with other forms of tax, such as the 
real property tax. 

Mr. Keep. There are many communities throughout the country 
where, in order to induce industries to locate there, they willrelieve 
them from all tax for a period of years; is not that truo? 

r. GALu. Yes, that is true. Now, coming back to these two 
employers, one of whom hus modern equipment and the other does 
not. ‘Tho one who has better machinery pays.less tux because his 
pay roll is less. Employers pay men, not machines. Cnn there be 
any question but that this and similar legislation will drive industry 
faster and faster toward mechanization? Cnn there be any question 
but that its normal tendency will be to depress wages, since tho higher 
tho total pay roll, the greater the taxes? Can thero bo any question 
but that it will retar reemployment of men and intensify the de- 
velopinent of machinery and its substitution for men? Let me give 
you an illustration right there that I happen to know about. 

A certain N.R.A. code wont into effect recently—-I won’t make 
any “bones” about it; it was in a branels of the knit-goods industry. 
When that code went into effect, that industry lad a convention im 
New York and they displayed some new machines largely developed 
since the code went into effect, and they displayed machines there 
which will do oxactly three times the amount of work dono by any 
machine prior to tho adoption of the code. In other words, the 
more you put these costs on industry in relation to the number of 
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men employed, the more you provide an incentive towards mechani- 
zation, and the & percent pay-roll tax is a ey substantiet tax when 
employers begin to consider the relative advantage of employing 
more men, or buying more machines. That is pertoulanly true in 
the caso of people entering into business and establishing a new plant. 
Tho employer already established gives a great deal of consideration, 
- J have found, to keeping his men. He does not want to let them fo 
and substitute machines for them until he is driven to--generally 
he docs not. But when a man comes into an industry and has not 
any obligations toward employces already on his pay roll, ho looks 
for the most efficient way of producing goods. And when you con- 
sider the pay-roll tax in the light of what that man is going to do, he 
is going to favor the machine every time if there is a differential in 
its favor at all; or even if tho cost under tho machine system might 
bo the same, the direct cost, because it will mean less trouble; it 
docs not require the mnanasesiel ability and docs not require the 
constant management, in other words, and the probability of labor 
difficulties in a time like this. 

Mr. Lewis. In othor words, if the machine costs and pay roll 
were about the same, he would prefer the machine? 

Mr. Gaz. Oh, no question about it; a man coming into the industry 
anew would; yes, sir. 

Tet me point out another factor with respect to the operation of tho 
proposed tax—-this is tho question Mr. West raised awhile ago. It 
is obvious that it operates most heavily against those industries which 
use the highest percentage of labor; that is, in which tho labor cost 
represents a very substantial part of the total cost of the product. 
Generally speaking, manufacturing industries are divided into two 
classes—the manufacture of quickly consumed goods, such as food, 
tobacco, and the like; and capital or durable goods, such as machinery, 
equipment, buildings, automobiles, and so forth. Today the great 
bulk of unemployment is in the durable-goods industries. ‘The von- 
sumers’ goods industries are SpereGne almost at their 1929 level 
for tho most part; but the durable-goods industries are away down at 
the hottom of the depression yet. 

Mr. West. It shows the decline in tho demand for consumers’ goods, 
even during the depression, was not as drastic as in the durable goods. 

Mr. Gate. No, not nearly. 

Mr. West. The decline was relatively moderate. 

_. Mr. Gane. Now these industries in which the labor cost is higher, 
if you will examine the census schedule of costs, giving the labor costs 
in proportion to the total costs, you will find that the durable com- 
matlitics that used more men have bigger pay rolls in which the rela- 
tionship is much higher of the labor cost to the total valuo of the 
product, ‘These are the industries in which labor cost is high. These 
ure the industries where reemployment is most needed. Yet it is 
proposed to add a pay-roll'tax to tho difliculties nlready faced by the 
mucaie ous industries through restriction of credit and the opera- 
tions of the Securties Act of 1983. _Whatis needed in these industries 
is something that will make it easier rather than harder for them to 
resume normal operations and to reemploy men. 

Can this tax be passed on? Of course, many of the proponents of 
this legislation are indifferent as to whether the tax burden is absorbed 
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by the employer or is passed on to the ultimate consumer of goods or 
services. Perkins told your committee: 

The cost of this tax would be passed on almost painlessly by a very minute 
piss in prices, and by very minute changes in the rate of profit to the particular 
industry and in the rate of dividends. 

Now that is naive, but itis Mnconyanene tome, atany rate. Ihuve 
__ been making some study of the ability of industry, on the one hand, 

to absorb these costs and of the ability, on the other hand, to escapo 
them by passing them on, and I want to tell you that industry is 
between the devil and the deep blue sea when it faces a tax of this 

ind today. There are very definite limitations to the ability of 
-industry to pass on additional costs, particularly at the present time. 
The Federal Reserve Board several months ago ointed out that in 
certain industries operating under N.R.A. codes rises in prices, 
la ely due to increased costs, had seriously curtailed consumption. 
This is borne out by the experience of practically all industries under 
codes. ‘There is no question but that in most industries the point 
has long since been passed when any additional cost can be trans- 
' ferred through even “minute” increases in prices. 

I would like to put into this record if I may a document which I 
have here, but cannot lay my hand on right now, in the form of a 
letter to me with respect to the tax which you are considering here 
which I had from Mr. Wroe Alderson, whom I believe you know, 
Mr, West. Mr. Alderson is recognized as one of the greatest mar- 
keting experts in the United States. He has been an expert in that 
field for many years in the Department of Commerce. He_has 
recently established his own, business and is engaged in making 
analyses and research in the field of marketing, including studies on 
pricing policies of companies, including to some oxtent the ability 
of certain industries to pass the tax on. I asked Mr. Alderson to 
give me his opinion as to the extent to which industry could pass this 
pay-roll tax on, and he has written me a letter in which he discusses it 
very briefly, which I think will be extremely interesting to the com- 
mittee. I would like, unless you are sure you are going to close 
this hearing tomorrow—— 

Mr. Lewis. I think that is virtually a decision, sir. 

Mr. Gatt. I have already indicated enough here—— 

Mr. Lewis. Haye you got his letter here to submit? 

Mr. Gaut. I will put it in the record. I must have it at my office; 
I do not seem to have it here. 

Mr. Lewis. You can submit it. I certainly will want to see it. 

Mr. Gaty. I think, sir, I ought to emphasize I think the com- 
mittee is making a great mistake—— 

Mr. Lewis. We have allowed 9 days. 

Mr. Gatt. You mean for people who were opposed to the bill? 

Mr. Lewis. No. 

Mr. Gatu. No—for the friends of the bill; the people who had notice 
before the opponents that the aren were going to be held. Now 
we had to prepare for this thing after things got under way; the friends 
of the bill were all lined up and waiting here and, as I say, they have 
had over a week, and I had an a poarces in before the committee 
before the first hearing was ever held on this bill and have been waiting 
patiently ever since then. 
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Mr. Lewis. The question will be submitted to the committee. 
It is not a decision yet, but there will be a decision soon. 

Mr. Gaut. I would like to point this out, that there has not, been 
but one political issue in this country in my lifetime that has raised a 
greater controversy and more bitter dispute than this thing will after 
it has been in operation a short time, if it is valid. I will say it will 
dwarf most aspects of the N.R.A. operation, which is a temporary mat- 
ter, anyhow, we expect. ‘ 

Mr. Lewis. Yout are speaking of the political issue it will raise? 

Mr. Gat. Yes, I am speaking of the political issue; because unem- 
ployment insurance schemes in Europe today are centering more 
attention politically than any other one thing there is, and you cannot 
escapo it hero as long as we have the form of movernnient we do and 
the people who are beneficiaries have an au voice in determining 
the policy with those who are paving the bill. 

(The following is the letter of Mr. Alderson submitted for the record 
by Mr. Gall:) 

MERCHANDISING Facts, INC., 
Washington, D.C., March 28, 1934. 
Mr. Joun Gatt, 
National Association of Manufacturers 
Investment Building, Washington, D.C. 

Dear Joun: Having to catch a train to New York in a few minutes I am unable 
to give as much thought as I would like to your problem concerning the newly 
proposed form of taxation. The 5 percent tax on pay rolls is not the kind of tax 
which economists would say could not be shifted, reasoning on purely theoretical 

rounds. It scems to me, therefore, that argument has to be constricted in 

tms of merchandising s:ecessities. Emphasis should be placed on the tremene 
dous amount of goods designed for the ultimate consumer which are made to sell 
ata stated price, or which, by customary pecs in the retail field, are presented 
to the public on tho basis of price lines. The range of merchaniise covered would 
include drugs, cosinetics, a great part of the confectionery field and almost the 
whole field of ready-made garments and apparel). 

One aspect of the matter which should receive considerable emphasis I imagine 
you have already gone into. This fs the fact that such a tax would impose a 
penalty directly on the firms which were doing most to increase purchasing power 
under the Recovery Act. This form of taxation would undoubtedly provide 
additional incentives for code violations. It would also be an additional stimulus 
to mechanization of plants. It would lic in exactly the opposite directlon to the 
proposal of some economists who are concerned over the increase of technological 
employment and who welcome a tax on the machine in order to retard the rate of 
displactag human labor. 

will be back in Washington tomorrow morning and hope It will not be too 
late to send on to you any further thoughts which I may have on the subject. 


Sincerely yours 
y yours, Wroer ALpErsoy, 


Director of Rescarch. 


Mr, Gaur (continuing). As I say, there is no question but that in 
most industries tho point has long since been passed when any addi- 
tional cost can be transferred through even minute increases in 
prices. This is particularly true in the durable goods industries, to 
which I have referred, for their production is dependent almost 
entirely on the flow of investment funds, and such funds are not 
available except on attractive terms. The result is that the durable 
Rood industries must be revived in what is practically a ‘buyers 
market. 

Miss Perkins’ reference to a reduction in the rate of profit would 
be humorous if not so seriously proposed. I desire, however, to 
invite the committee’s attention to the facts as disclosed by the cor- 
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poration income tax returns for the year 1932—which are the latest 
ones available. They disclose that of 481,368 corporations filing 
returns for 1932, only 78,776 reported any net income, Three hun- 
dred forty eight thousand, nine hundred and fifty four, or seventy 
two and four-tenths percent, of the total number reported a deficit. 
But more startling still than the above figures are the dollar figures 
as to the deficits involved. Tho total deficit reported was $6,420,- 
- 000,000. The corporations which reported a net income showed a 
total net income of $1,861,000,000 so that even after this figure is 
subtracted from the $6,420,000,000 deficit, we havo a total net deficit 
for all corporations of $4,669,000,000 for the year 1932. This would 
hardly indicate that the corporate business of the country is in a 
financial situation which would warrant the imposition of additional 
tax burdens at this time. 
_ __ In this connection I wish to point out that the taspayers of the 
ation are already struggling under a crushing burden of local debt 
and local taxation. The index published by the New York Trust Co. 
for April 1934—that is the current issue—says: 


‘On December 1, 1933, there were in all 303 counties— 
That is about 10 percent of them, incidentally-- 


¢ ¢ # 644 cities and towns, 300 school districts, and 60 other districts in 
default, constituting a total of 1,307 governmental districts 

In the light of that picture, is it in the public interest that the Con- 
gress of the United States should pass a measure imposing an additional 
tax burden of not less than $1,000,000,000 per year (estimated by the 
Secretary of Labor), upon the taxpayers of the country, and by the 
form of the measure inducing, if not compelling, State governments: 
to levy upon their citizens for new purposes when there is such a gen- 
eral inability to meet local governmental debts already incurred? 

Now when Mr. Draper was on the stand this morning, he stated to 
you that tho States probably would not act in this matter, if you left 
them alone, because they had had this subject before them for 20 or 
25 years and had not done anything about it. My observation is the 
probability is in most States the reason they did not do anything 
about it was not because they did not study plans—— 

Mr. Lewis. Would that explain why two States, after 25 years, 
will not adopt such an obviously just piece of legislation as workmen's 
compensation? . ; 

Mr. Gatu. I want to talk to you about that workmen’s compensa- 
tion—I am glad you brought that up, and the analogy which is often 
made there, between unemployment insurance and workmen’s com- 
pensation. 

Mr. Lewis. Moral analogy? 

Mr. Gay. No; it is not a moral analogy. Most of them say the 
employer is responsible for both in large measure; that he has some 
control over his employees’ situation nnd can prevent unemploy- 
ment—I am talking about casual unemployment—to the same 
extent he can control industrial hazards. Now, the impression has 
been left with this committee that employers fought the workmen’s 
‘szompensation laws when they were first proposed. I want to tell 
vou that is absolutely untrue. F 

Mr. Lewis. Yes; but that is not the issue. They did not show the 
initiative to give us a feeling that they will ever by voluntary initi- 
ative and enterprise provide a substitute for iegislative action. 


’ 
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Mr. Gauy. Of course there were many things in the workmen’s 
compensation—— ‘ 
Mr. Lewis. I have had quite an experience on this very subject. 
Mr. GAtu. I know you have. 
Mr. Lewis. There never was a time when I thought any employer 
was less humane than myself; but I know, as a fact, that they did not 


_ show the initiative that would warrant the belief they would act on. 


this subject. 

Mr. Gate. Mr. Chairman, I do not believe even that warrants 
the Congress of the United States in compelling the States, and that 
is what this bill does, to adopt these measures whether they are 
eady for them or not, or whether, in their opinion, they aro war- 
anted in passing them. I think the right of u State to legislate on a 
subject means something more than the mere right to decido, within 
narrow limits laid down by Congress, what they will pass; I think 
the ment of a State to legislate involves the right not to legislate, if 
it sees fit. 

Mr, Lewis. I think that is purely a doctrinal view, sir. 

a Gat. It may be, sir, but I believe it is sound doctrine. For 
instance your biography—and I hope you won't mind my being per- 
sonal—says you went to work in a coal mine when you were 9 years 
of age. Now, if prior to the time you did that we had had o Federal 
act cn child labor, compelling your State_to pass a child-labor law 
you probably could not have done that. You might say that would 

ave been a good thing for you, but a lot of people look at the point 
you have reached, to the wonderful positions you have held and hold 
now, and say it would not havo been a good thing for you or tho coun- 
try, either, if that situation had existed at that time. | 

Mr, Lewis. Thank you warmly, but luck and accident count so 
much in our personal careers, that I would not like to risk the path 
again. 

Mr. Gat. Nevertheless, it still is true that the young people of 
today in this country look to the people who have succeeded in spite 
of every handicap such as that, as their inspiration for doing things. 
I think we do not want to kill off that spirit of individualism. I use 
the term “individualism”; I know it is sneered at a lot, but I know it 
is still a respectable term and I think we ought to cultivate it instead 
of sneering at it. 

Now, Mr. Chairman, I hope I am not burdening the committee, 
but I have prepared & good bit of material on this subject and I fear 
tho opposition to thie ching is not going to be sufficiently a matter of 
record for the Members of Congress to get the true picture. I am 
down nearly to the legal argument on this thing, which won’t take 
more than 10 minutes. 

Mr. Reep. Before you get to that argument, I want to ask you 
one question. You may have covered it in your statement, but I 
would like to haye it as specific as possible. Do you know how many, 
out of the total number of industries that would come within the 
provisions of this act, made a profit in 1932? Did you cover that in 
the specific form in the figures you gave? 

Mr.Gauu. No,sir. I believe that would be very difficult to arrive at. 

Mr. Rep. I thought it would. 
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Mr. Gaty. It might be done. I am perfectly willing to ask the 
National Industrial Conference Board to get those figures up for you, 
if the committee is sufficiently interested to want them before it 
reports this bill. ; ; 

Mr. Reep. I certainly would like to have it. : 

Mr. Gatt. I have a relationship with the Conference Board which 
entitles me to call for such data, and I would be glad to give it to the 
committee. 2 est : : poe 

_ One of the most excellent recent discussions of the economic situa- 
tion of the country is contained in the volume “The Economics of 
Recovery”, by Col. Leonard P. Ayres, widely known economist. 
Colonel Ayres, after discussing the various recovery measures passed 
in the 100-day session of the Seventy-third Congress last spring, 
makes the following extremely pertinent comment: 

All these projects and their accompanying provistons for huge grants to refund 
mortgages, buiiding public works, and make loans to businesses and to govern- 
inental subdivisions, involve immense increases fu our public indebtedness. This 
threatens to set up for the future a vicious eycle in which great expenditure re- 
quires heavy taxation, which lowers the energy of industry, which gives less 
employment, which calls for greater expenditures to be met by increased taxation. 

All these considerations of what government might do, and of what it is doing, 
would have an importance that would fall short of being of the first order if this 
depression were a temporary emergency from which we might reasonably hope to 
emerge in the near future. Unfortunately, our depression prolicms are gravely 
serfous, and as yet there is no convincing evidence that we have found the way 
to their solution. We have millions of unemployed, aud no great expanding 
constructional industries to absorb them. We have tens of millions of acres of 
cultivated lands with no markets either domestic or foreign for their produce. 
We are burdened with heavy indebtedness to which we are rapidly adding. Our 
present problem is how to get out of this depression, and it transcends in impor- 
tance and urgency all other considerations. 


So far I have alluded to this 6 percent pay roll burden as a tax. 
That is the only reason it is before this committee, that it is pre- 
sumably a tax measure; presumably a measure for raising revenue. 
But the Supreme Court has said “Tho use of the word ‘tax’ in impos- 
ing a financial burden does not. prove conclusively that the burden 
imposed is a tax”. That was said in the case of U.S. v. One Ford 
Coupe Automobile, 272 U.S. 321. 

The same principle of judicial examination has come to be a familiar 
practice in other ficlds. Thus the court has held that the declaration 
that an “emergency” exists will be examined with a view to deter- 
mining whether in fact one does. They did that in the rent cases 
here in the District of Columbia. The first cases came along and 
they sustained the measure as an emergency measure. Later some 
cases came along, under the same statute, and the court examined 
the question of whether the mere fact that the bill said an eme ency 
existed, meant that it did; and, of course, it said that it did not. 
The court delivered its opinion through Mr. Justice Holmes, in the 
case of Chastleton Corporation v. Sinclair, 264 U.S. 543 and, among 
other things, he said: 

The original Act of October 22, 1919, ch. 80, titic 2, 41 Stat. at L. 297, Fed. 
Stat. Annu. Supp. 1919, Pe 49, considered in Block v. Hirsh, was limited to expire 
in 2 vears. Par. 122. he Act of August 24, 1921, ch. 91, 42, Stat. L. 200, Fed. 
Stat. Anno. Supp. 1921, p. 51, purported to continue it in force, with some 
amendments, until May 22, 1922. On that day a new act declared that the 
emergency described in the original title 2 still existed, reenacted with further 
amendments the amended act of 1919, and provided that it was continued until 
May 22, 1924, Act of May 22, 1922, ch. 197, 42 Stat. at L. 543. 
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We repeat what was stated in Block v. Hirsh, 256 U.S. 135, 154, 65 L. ed. 865, 
$70, 16 A.L.R. 165, 41 Sup. Ct. Rep. 488, as to the reapect due to a declaration 
of this kind by the legislature so far as it relates to present facts. But, even as 
to them, a court is not at liberty to shut its eyes to an obvious mistake, when the 
validity of the law depends upon the truth of what is declared. 

Now if the validity of the bill before your committee depends on 
the truth of the statement in the title that this is an excise tax, I 
contend that under all of the decisions of the Supreme Court the 

court must invalidate the act; because, as I shall point out, this pay- 
roll tax is not levied for the purpose of raising a billion dollars for the 
Federal Treasury; it is a pay-roll tax that is clearly levied for the 
purpose of compelling uniform State action in a field you are afraid 
otherwise the States won’t occupy. And if they do occupy it, you 
won't get the tax. And I have never heard of a revenue measure yet 
which carried on tho face of it the means by which the revenue was 
to be defeated. : . 

_ The well-known declaration by a State legislature that a pai- 
ticular business is affected with a public interest so as to justify a 
regulation the State wishes to impose, has been met by the Supreme 
Court with the statement that: 

It is manifest from an examination of the cases cited under the third head 
that the mere declaration by a legislature that a business is affected with a public 
interest is nut conclusive of the question whether its attomplen regulation on 
that ground is justified. The cireuntstances of the alleged change from the 


status of a private business and its freedom from regulation into one in which 
the public have cume to have an interest are always a subject to judicial inquiry. 


(Unanimous opinion, Chas. Wolff Packing Case, 262 U.S. 622.) 


“A tax,’ said the Supreme Court in United States v. Baltimore & 
Ohio Railroad Co., 17 Wall. 322, “is understood to be a charge, a pe- 
cuniary burden, for the support of Government. * * * That is 
taxation which compels one to pay for the support of the Govern- 
ment. from his own gains and of his own profits.” 

Of course it is no objection to a tax that it may also achieve some 
other incidental object. (United States v. Yuginorich, 256 U.S. 440.) 
But the other object must be incidental, and where it appears that the 
primary purpose of the levy is to achieve some other object, to com- 
pel somo course of cenduct, or to penalize a departure from a course 
approved by Congress, and the raising of revenue is only incidental, 
the financial burden imposed under the guise of a tax cannot bo sus- 
tained. This was the sole point ingalvedd in the Child Labor Tax case 
(Bailey v. Drexel Furniture Co., 259 U.S. 20), a decision from which 
Justice Clark alone dissented, and which I will discuss a little later. 

Many years ago Chief Justice Marshall, in the celebrated case of 
McCulloch v. Maryland, (4 Wheat. 406), said: 

Shoule Congress, in the execution of its powers, adopt measures which are 
prohibited by the Constitution; or should Congress, under the pretext of execut- 
ing its powers, pass laws for the accomplishment of chic: nut entrusted to the 
Government, it would beeome the painful duty of this tribunal, should a case 
reauiring such a decision come before it, to say that such an act was not the law of 

2 8 . 

That longuage—the use of an expressed power as a pretext for 
accomplishing something else—Mr. Chairman, scems to me so apt in 
connection with this bill, that it is as though Marshall were standing 
here describing this bill. 
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Now it was inevitable that in the actual operation of a system of 
government such as ours where certain powers were conferred upon 
the general government and all others were reserved to the States 
or to the people by the tenth amendment, there should be at times 
conflicts of jurisdiction. In these instances it is essential that the 
Supreme Court do what it has done, namely, determine in particular 
cases whether the States on the one hand have invaded a field com- 
mitted to Congress, or whether Congress, on the other hand, has 
undertaken to legislate within the exclusive province of the States. 

The case books and reports contain numerous cases in which it 
has been necessary for the Supreme Court to protect the field within 
which Congress alone may legislate, by declaring acts of State legis- 
Jatures invalid. This is particularly true in cases where the States 
‘through a pretended exercise of their taxing power or their general 
police power, have invaded the field of interstate commerce. Those 
cases are fainiliar to all of us, where they have pretended to levy a 
tax and the court ‘held it was invalid because it was an excessive 
hurden on interstate commerce, which was within the exclusive 
jurisdiction of the Congress to regulate. 

It is to the credit of the Congress of the United States that it has 
seldom directly transgressed the appropriate boundaries of Federal 
action and invaded the field reserved to the States by the tenth amend- 
ment. It has done so in three notable cases, however, and in each 
of these cases the Supreme Court has been obliged to invalidate the 
congressional action in the saine way that it has often dealt with 
improper exercises of State power. 

Mr. Lewis. Is this the court. speaking? 

Mr, Gatu. No, sir; that was mine. Iam sorry I did not make that 
clear. I was not citing any case at that time. 

It is hardly necessary to point out to this committee, most of the 
members of which are lawyers, that. there is a distinction, both in fact 
and in law, between manufacture or production on the one hand, and 
commeree on the cther. Nowhere has this distinction been more 
aptly described than in the leading case of Kidd v. Pearson (128 U.S, 1) 
where the court differentinted between manufacture and commerce 
and pointed out that while the latter was subject to the regulation of 
the Federal Government, the former, with all its incidents, was 
reseryed from the grant of power to Congress. ‘The court said: 

“No distinction is more popular to the commen mind cr more clearly 
expressed in economic and political literature than that between 
manufactures and commerce. Manufacture is transformation—the 
fashioning of raw materials into a change of form for use. The fune- 
tions of commerce are different. The buying and selling and the 
transportation incidental thereto constitute commerce; and the vegu- 
lation of commerce in the constitutional sense embraces the regulation 
nt least. of such transportation. The legal definition of the term, as 
given by this court in County of Mobile v. Kimball (102 U.S. 691, 702) 
is as follows: j 

“Commerce with foreign countries, aud ationg the States, strictly considered, 
consists in intercourse and traffic, including in these terms navigation, and the 
{ransportation and transit of persons and property, as well as the purchase, 
sale, and exchange of commodities. 

“lit be held that the term includes the regulation of all such man- 
ufactures as are intended to be the subject of commercial transactions 
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in the future, it is impossible to deny that it would also include all 
productive industries that contemplate the same thing. The result 
would be that Congress would be invested, to the exclusion of the 
States, with the power to regulate, not only manufactures, but also 
agriculture, horticulture, stock raising, domestic fisheries, mining—in 
short, every branch of human industry. For is there one of them that 
toes not contemplate, more or less clearly, an interstate or foreign 
market? Does not the wheat grower of the Northwest, and the 
cotton planter of the South, plant, cultivate, and harvest his crop 
with an eye on the prices at Liverpool, New York, and Chicago? 
The power being vested in Congress and denied to the States, it 
would follow as an inevitable result that the duty would devolve on 
Congress to regulate all of these delicate, multiform, and vital 
interests—interests which in their nature are aud must be, local in 
all the details of their successful management. 

“Tt is not necessary to enlarge on, but only to sugges* the impracticability of 
such a scheme, when we regard the multitudinous affairs involved, and the 
almost infinite variety of their minute details.” 

In numerous cases the Supreme Court has reiterated and em- 
phasized the distinction, as well as the exclusive jurisdiction of the 
State governments over manufacture and production and their inc- 
dents, including rights and obligations as between employers and 
employees. : 

In United Mine Workers v. Coronado Coal Co. (259 U.S. 344) the 
court said: ; 

Coal mining is not interstate commerce and the power of Congress does not 
extend to its regulation as such. 


Then in Olicer Iron Mining Co. v. Lord (262 U.S. 172, 178): 


Mining is not interstate commerce but, like manufacturing, is a local business, 
subject to local regulation and taxation. * * * Its character in that regard 
is intrinsic, is not affected by the intended use or dispusal of the product, is not 
controlled by contractual engagements, and persists, even though the business 
be conducted in close connection with interstate commerce, 


In cinderson v. Ship Owners’ Association (272 US. 359, 364), the 


court said: 


Neither the making of goods nor the mining of coal fs commverce; and the fact 
that the things preduecd are afterward shipped wr used in interstate commerce 
does not make their production a part of it. 


In Champlin Refining Co. v. Corporation Commission (286 U.S. 235), 
the court said: 


Paintiff contends that the act and proration order operate to burden inter- 
state commerce in crade off and its products in violation of the commerce clause. 
It fs clear that the regulation prescrifed and authorized by the act and proration 
established by the commission apply only to production and not to sales or trans- 
vortation of erude oil or its products. Such production is essentially a mining 
operation, and therefore is not a part of interstate commerce even though the 
product obtained is intended to be and in fact is immediately shipped in such 


commerce. 

As was pointed out in the Hinplayers Liability Cases, (207 U.S. 463), 
an employer, even when he engages in commerce, does not thereby 
submit the control of his noncommercial business or his acts of pre-e 
duction to Congress, but these, insofar as they muy be regulated, 
are within the exclusive jurisdiction of the States. 


teres er 
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The members of this committee are, of course, familiar with the 
long agitation which led to the passage of the first Federal Child 
Labor Act in 1916. One of the chief contentions which preceded 
enactment of that statute was the same as the contention now mado 
for the bill before your committee, namely, that congressional action 
was essential in order to equalize competition as between employers 
of different States and to prevent what some regarded as unfair com- 
petition. 

Congress in that instance undertook to use the commerce power for 
the purposo of regulating the employment of minors within the 
States by excluding from commerce products of plants employing 
child labor in violation of the statute. The Supreme Court of the 
United States, when that act was challenged, considered all the 
arguments that havo been advanced beforo your committee in sup- 
port of the desirability of the pending legislation. Tho court held 
ane act invalid and in its opinion, delivered by Mr. Justice Day, 
said: 


The act in its effect does not regulate transportation among the States, but 
ainis to standardize the ages at which children may be employed in mining aud 
manufacturing within the States. * * * The making of fuods and the 
inining of coal are not commerce, nor docs the fact that these things are to be 
afterwards shipped, or used in interstate commerce, make their production a part 
thereof. (D. L. & W. Railroad Co. y. Yurkonis, 238 U.S, 439.) 

Over interstate transportation, or its incidents, the regulatory power of Con- 

ress is ample, but the Batata of articles intended for interstate commerce 
s & matter of local regulation. (/lammer vy. Dagenhart, 247 U.S. 251.) 


The court further said: 


If it were otherwise, all manufacture intended for faterstate shipment would 
be brought under Federal control to the practical exclusion of the authroity of the 
States—a result certainly not contemplated by the framers of the Constitution 
‘when they vested in Congress the authority to regulate commerce among the 
States. (Kidd v. Pearson, 128 U.S. 1, 21, 32 L. Ed. 346, 350 2 Inters. Com. 
Rep. 232, 9 ‘fup. Ct. Rep. 6.) 

t is further contended that the authority of Congress may be exerted to con- 
trol interstate commerce in the shipinent of child-miade goods because of the 
effect of the circulation of such goods in other Slates where the evil of this class 
of labor has heen recognized by tocal legislation, and the right to thus employ 
child tabor has been more rigorously restrained than in the State of production. 
In other words, that the unfair competition thus engendered may be controlled 
by closing the chanuels of interstate commerce to manufacturers in those States 
where the local laws do not meet what Congress deems to be the more just stan- 
dard of other States. , 

There is no pewer vested in Congress to require the States to exercise their 
police power so as to prevent possiblo unfair competition, Many causes may 
couperate tu give one State, by reason of local laws or conditions, an ceonomic 
advantage over others. The commerce clause was not intended to give to 
Congress a general authority to equalize such conditions. In some of the States 
laws have been passed fixing minimum wages for women; in others the local 
law regulates the hours of labor of women in various employinents. Business 
done in such States may bo at an economic disadvantage when compared with 
States which have no such regulations; surely, this faet dues not give Congress 
the power to deny transportation in interstate commerce to those who carry 
on business where the hours of labor and the rate of compensation for women 
usse not been fixed by a standard in the use in other States and approved by 

‘ONBICSS, 

The grant of power to Congress over the subject of interstate commerce was 
to enable it tu regulate such commerce, aud not to give it authority to control 
the States in their exercise of the police power over local trade aud manufacture. 

The grant of suthority over a purely Fedéral matter was not intended to 
destcoy the focal power always existing and carefully reserved to the States in 
tle fenth amendment to the Constitution. 
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Police regulations relating to the internal trade and affairs of the States have 
been uniformly recognized as within such control. “This”, said this court in 
United States v. Dewitt, 9 Wall. 41, 45, 19 L.Ed. 593, 595, “has been so frequently 
declared by this court, results so obviously from the terms of the Constitution, 
and has been so fully explained and supported on former occasions, that we think 
it unnecessary to enter again upon the discussion.’? See Keller v. Untted Slates, 
213 U.S. 138, 144-146, 53 L.Ed. 737-740, 29 Sup. Ct. Rep. 470, 16 Ann. cas. 1066; 
Cooley, Const. Lim. 7th ed. p. 11. 

In the judgment which established the broad power of Congress over interstate 
commerce, Chief Justice Marshall said (9 Wheat. 203, 6 L.Ed. 72): They (in- 
spection laws) act upon the subject before it becomes an articlo of foreign com- 
merce, or of commerce among the States, and prepared it for that purpose. They 
form a portion of that immense mass of legislation which embraces everyting 
within the territory of a State, not surrendered to the gencral Government—a 
of which can be most advantageously exercised by the States themselves. In- 
spection laws, quarantine laws, health laws of every description, as well as laws 
for regulating the internal commerce of a State, and those which respect turn- 
pike roads, ferries, cte., are component paris of this mass.’’ 


and again: 

In interpreting the Constitution it must never bo forgotten that the Nation 
is made up of States, to which are intrusted the powers of local government. 
And to them and to the peopte the powers not expressly delegated to the national 
Government are reserved. (Lane County v. Oregon, 7 Wall. 71, 76, 19 L.Ed. 101, 
104. (The power of the States to regulate their purcly internal affairs by such 
laws as scem wise to the local authority is inherent, and has never been surrend- 
ered to the General Government. (New York v. Alitn, 11 Pet. 102, 139, 0 L.Ed. 
648, 662; Slaughter-House Cascs, 6th, 16 Wall. 36, 63, 21 J..Md. 394, 404; Kidd 
v. Pearson, supra.) To sustain this statute would uot be, ia our judgment, a 
recognition of the lawful exertion of congressional authority over interstate com- 
merce, but would sanction an invasion by the Federal power of the control of a 
matter purely local in its character and over which no authority has been dele- 
ater to Congress in conferring the power to regulate commecce among the 
Mtates. 

We have neither authority nor dispesition to question the motives of Congress 
in enacting this legislation. The purposes intended must be attained consistently 
with constitutional limitations and not by an invasion of the powers of the States. 
This court has no more important function than that which devolves upon it the 
obligation to preserve inviolate the constitutional limitations upon the exercise of 
authority, Federal and State, to the end that cach may continue to discharge 
harmoniously with the other the dutics intrusted to it hy the Constitution. 

Now just in passing, I will say that theo first Child Labor Act which 
was invalid was one of tho three instances I refer to. That was a 
case in which Congress, in the face of a unanimous report of its Judi- 
ciary Cominittee, passed the act, undertaking, as the court said, “the 
pretended exercise ” of its power over interstate commerce to compel 
employers in the various States not to use child labor. That was the 
essenco of the act, anyhow, and the court said that it was not the 
exercise of the power over interstate commerce but plainly designed 
to accomplish an object within tho exclusive regulatory ficld of tho 
States under the tenth amendment. That caso is often discounted 
somewhat because of the five-to-four decision, but I notice the same 
people who discount it do not hestitate to acclaim the recent milk-case 
decision which was five to four in their favor. As far as I am con- 
cerned, it is the law of tho land, just the same as tho milk case is. 
A five-to-four decision does not make any difference to me. ‘Phat is 
the reason we have nine judges, so that ny won't be evenly divided. 

Chief Justice Hughes in his work, “The Supreme Court of the 
United States, published in 1927 before he again became a member of 
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ce fins the following comment to nake on the first child-labor 
decision: 


The question, when the Federal Covermmnont acts, is whother it acta within the 
limited powers conferred. Because Congress was found to bo aeding within tts 
authority over interalate commerce, the Supreme Court sustained, for exainple, 
tho interdiction af the cardage from one State to another of lottery Uekets 
(Lottery Case, (003, E88 ULS. 321, 367), of impure foots CHipolite Nog Co. v. 
United States, WU, 220 US. 46, 68), of diseased animals (eid v. Colorado, WW02, 
187 U.S. 137), of women for purposes of prostitution, Udoke vy. United States, W113, 
227 U.S. 308, $22). Acting within the scope of its war fone Congrean eatab- 
Hahed war-time prolibition (damilion vo Kentucky Vistillerica Co., HD, 261 
U8. 140). ‘These aneasures wero found none Che less to be within the authority 
of Congres beenuse they bad the quality of police regulations, 

The distinction to be observed be between the exercise of the power of Congress 
over a pulls committed to it and ils attempt do eatabliah a regulation aver a 
abject not committed de lt. Tho most steikiug Wustration of the ditticulty tn 
tunintaining this cistinetion ts in the first child-labor caso anmer vo Dagen- 
Aart, (098, 247 U.S. 260), to whieh T have already allied. Congeosa haul ander. 
taken to prohibit the transportation in interstate commerce of gooda made doa 
factory in whieh, within 30 days prior to (he comoval of the goods, children of a 
certain age had been caipleyed. Lt was fount that Che goods in question were 
of Hhomaciyves cntlrely harmless; their produetion in the factory was not commerce, 
wid the power of Congress did not extend te that produetion. 1 was decided, 
against strong dissent, that Congres wan endeavoring to control produetion 
within the State under the guise of regulating ecommerce aniong the States 
Justice Day, fi giving the opinion of the court (id, p. 270), inelicnted (he fir- 
reaching result of an canteary view by pointing out that if Congress could Chis 
regulate tuattens intrusted to local authority, by the prohibition of the aove- 
ment of articles in inferstate commerce, Che power of Qhe States over local inatters 
would be cfininated andl our ayatens of government would pracleally be destroyed, 


‘That is Mer. uation Hughes’ own lnaguage in conmmenting on the 
decision and its elect. OF course, if Congress could use its power 
over interstate commerce and its axing: power for the purpose of 
achieving anvehing else it wanted to, but could not loyishite direetly 
upon, the whole series of limitutions of the Constitution would ben 
futility. You could uchieve the desired end by simply pretending to 
exereise (he (axing power, or the power over interstate commerce, 
and tying the other thing to it. 

Tho first Child Labor Act bavings been invalidated and the court 
having held that Congress could not ase its admitted power to regulate 
interstate commerce for the purpose of regulating matters reserved to 
the States by the Centh amendment, Congress again andertoak to 
deal with the same subject matter, 

In 1910 Congress passed an aet imposing a se-eatled “tax of 10 
percent on the net profits of any employer knowingly employing any 
persons within certain aye limits as set forth in the aet of Congress. 
Kho statement of the issue before the court is clear amd unmistakable 
nnd night, with slight modifiention, be as aptly stated with respect (o 
the bill now before your committee. Vian quoting: the eaurt now in 
their statement of what dhe issue before the court was in the Child 
Tabor Tar Case, in whieh every justice of the Supreme Court, except 
Justicn Clark concarced, ‘Tho court said: 

‘The taw is atiaeked on the ground Chat it isa regutation of Che eampios ment of 
Chit fibor in the States an evelusivels State function ander the Federal Con: 
atitation ait within (he reservations of the fenath amendmeut. Eis defended on 
the ground (int itis a mere excise (nv & ° 


dust like this tax.in here is deseribed; this pay-rofl tax - 


© 8 A is eleferted on the ground that it is a mere exeise tas, levied by 
the Congress of (he Caited States aader its bronl power of tavation conferred 
by paragraph S, acticle b, of the Pederal Constitution. We must eousteue the 
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Law nnd dnterpret the intent aud meaning of Congress fron the tangange of the 
set. ‘The words are tobe given their ordinary meaning antes the contest shows 
Vint thes are ditlerently used. Does this law impase a tay with only Oat ined- 
theatal restraint and regulation whieh a tas must inevitably Invelve? Or does it 
regulate boy the axe of Che so-called “tas asa penalty? 


The court, ina decision from whieh Mr. Justices Clark alone dis- 
sented, held that the so-called © tas was merely 


* ¢ pn penalty Co coerce oe A of a State to net as Congress wishes thea 
to act fo respeet of ao imatler completely the bnasiness of Che State government 
ututer the Federal Constitution. * ¢ 

Cirant the validity of Ohis baw 


Said the court 


nod all that Congress would need fo do herenfter, in seeking to fake aver to its 
contrel any one of He great number of subjeets of public Interest, jurisdietton of 
whieh the States have never parted with, and whieh are reserved to them by the 
fenth amendment, would Ie to enact a detailed measure of complete regulation 
of (he subject and enforce it by asecalled “tas upon departures from it. ‘Po 
give such tuagic te the word “tas” woukl be to break down all eoustitationat 
limitation of the powers of Congrescand completely wipe ont the sovercigaty 
of the States, 


Mr. Chief dustice Hughes, in the volume already referred to, eom- 
ments on the deeision in the Child Labor Tar case as follows: 


The Court bas gone very dar in this view in sustaining Che exercise of the 
Mederal Casing power. lat it is obvious (hat it might goose fae tint Congeuss 
winder the guise of the fasiug power could destroy alt the reserved rights of the 
States. As Chief Suatice ‘Taft said in the recent child-tabor case with cespeet to 
fhe presumption of validity appearing on the fave of the statute: “Grant the vat- 
ftity of this haw, and all Ghat Congeess would aved todo, hereafter, in scehing to 
take over to dis control any one of the great mauber of subjects of public interest, 
jurisdiction of which the States have never parted with, and which are reserved to 
thei by the tenth amendment, would be to enact a detailed measure of complete 
regulation of the subject and cuforve it hy a so-callst tay apen departures frome it. 
‘To give such magic fo the word ‘tay’ would be to break dower all coustitufionat 
limitation of the powers of Congress and completely wipe out the sovereigaty of 
the States’. ‘The Chief Justice then drew (he distinetion betsccen a tas and a 
penalty and while pointing out that faves are oecasionnally iiposed in (he ais- 
cretion of the legislature on proper subjects with Che primary motive of obtaining 
revenne from then and with (he inchtental motive of discouraging thea dy 
nthiog, (heir continuance onerous, such taxes do not lose Cheir character as daves 
Decnuse af the incidental motive. “But there comes a dime’, said be, in the 
esteasion of the peuntizing features of (he se-eattedt Ges wher it toses its character 
as sueh atl becomes a inere penalty with ehuaracteristics of regulation and 
ginishinent” aileg ve Deert Farniture Co, 200 U8. 20, 38; swe also, Truster sv. 
Crooks, 200 US. AZ). Such was the ease Chen before the Cot. Wher the 
finposition is formel to be a penalty, Che Court tatst ascertain the authority of 
Conptess: to impose itas a feature, not of a tas haw, but of a regulation of the 
stbject with respect to whiels dhe peaabty is inigmsedt. 


You will note, therefore, that Mr. Haghes in ae way took issue 
with the decision, but on the other land the tinal paragraph above 
quoted is bis owe lnsucaage and clearly represents his own view dint 
“whe the inipesition is foul to be a penalty, dhe Court aust 
nscortait the authorty of Congress to impose tas feature, net ofa 
tas law, but ofa resalation of the subject with respect to whieh the 
penalty is inposed.” 

des 2b Conyeress passed the tise Fatare Trending Aet imposing a 
levy of 20 cents a bushel ou all contracts for the sale of genin for 
futeve delivery. ‘That, too, was called ate esxeise tay on transnedions 
on the grain exelinges for the fature delivery of erain, Ta the case 
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of Hill v. Wallace (259 U.S. 44), the Supreme Court, in a unanimous 
decision, held the act invalid, saying: 

Tho manifest purpose of the tax is to compel boards of trade to comply with 
regulations, many of which can have no relevancy to the collection of the tax 
atall, * © * A reading of tho act minakes it quite clear that Congress sought 
to use the taxing power to give validity to the act. 

Now, Mr. Chairman, that is exactly what. is done here in this bill 
before your committee. This tax has previsions connected with it 
which in no way are incidental to the collection of the tax. They go 
to a subject which Congress cannot directly legislate on. . The bill 
before you, in effect, is clearly described by the Supremo Court in 
the child-labor tax case and the grain-futures case, both of which 
aro cases where Congress purported to lovy a tax but added something 
else to it which showed on the face of the act that the tax was inci- 
dtental to what the Congress was really trying to accomplish, 

And I submit that the record of the proponents of tho bill before 
you, which is almost exclusively tho discussion’ of the merits and 
demerils of unemployment insurance, in itself goes a long way to 
show that tho major objective here is uniform unemployment insur- 
ance laws in, the States and not the revenue which the Federal Govern- 
ment might get out of this bill, which would appear if you merely 
read the title of the bill. 

In conclusion, it is unfortunate that in the midst. of recovery, when 
when industry is putting forth overy effort to do its part in the 
partnership proposed by the President, we should be faced with a 
demand for permanent and burdensome reform legislation of this 
type. Itis regrettable that the President has seen fit to ask it, Wo 
have great sympathy with the objective contemplated. Employers 
have done and are doing much to bring about that objective. But 
our sympathy with an objective is one thing, and our vievs us to 
proper means of achioving it is quite another. We adopt tho state- 
ne ‘ies Justice Holmes in Pennsylvania Coal Co. vy. Mahon (260 

>. 416): 


We are in danger of forgetting that a strong desire to improve the public con- 
dition is not enough to warrant achieving the desire by a shorter cut than the 
constitutional way of paying for the change. 

We believe that not only the law but the strongest considerations 
of policy demand that tho Iederal Governinent abandon any attempt 
at compulsion in the field of unemploymont insurance. 

Now I want to read you for whatever weight it ana have with the 
committee, just one brief quotation from President Roosevelt when 
he was Governor of New York Stato. This was in the Christian 
Science Monitor, and you will note it was March 4, 1030--March 4 
is a very significant date, even if 1930 was not. When Governor 
of New York, President Koosevelt said: 

Wisely or unwisely, people know that under the cighteenth amendment 
Congress has been given the right to legislate on this particular subject. But 
this is not the care in the matter of a great number of other vital problems of 
poverninent, such as the conduct of public utilitics, of banks, of insurance, of 

usiness, of agriculture, of education, of social welfare, and of a dozen other 
important factors. In these, Washington must not be encouraged to interfere, 

Now that is the Governor of a State and the letter to tho comimittce 
is a letter from the President of the United States who happens to 
have been the same man. With his first pronouncement we agree. 
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We do notregard compulsory unemployment insurance as a panacea 
for unemployment. We believe to the extent that unemployment in- 
surance or unemployment reserves niay be encouraged by legislation, 
the proper field of legislation is within the States. We havo hereto- 
fore urged, however— and IT renew this, because, as I said, we do feel 
that if Congress is going to act, it should act in a proper way under 
the powers which it has, and in a way that would be valid-—that if 
Congress, in spite of the disastrous experience cf foreign countries 
<tiil believes that compulsory uncmployment insurance shoul be 
udopted, it should confine its legistation to a proper encouragement 
of the States and of employers rather than undertaking compulsion 
ns proposell in the pending bill. 

A measure such as proposed by Senntor Wagner during the Seventy- 
first Congress, which would encourage employers to establish reserves 
by permitting credits against their Federal income tax, was endorsed 
by our association before the Senate committee, before it reported 
with that recommendation, So I think, Mr. Chairman, that in itself 
shows sone initiative on the part of business organizations. Senator 
Wagner himself adopted the suggestion—I won’t say he adopted it; 
I will say he adopted the recommendation as a member of the com- 
mittee, although he himself had given some thought to dealing with 
the subject that way befure we appeared before that committee. We 
agree with that committee, of which Senator Waguer was a member, 
that that typo of legisIntion represents the extreme of Federal au- 
thority in this field. 

What business needs today is not more laws but a moratorium on 
laws. Tt needs a chance to adjust itself to the numerous laws already 
passed during the present Congress. Industry cannot stand the costs 
contemplated by pending legislation, Whether it can stand them a 
vear from now is highly speculative. We may fool ourselves into 
thinking we are further out of the depression than we are, and may 
assume or have imposed on industry burdens which it eannot bear, 
and which may retard it at this time. 

Whether this bill, if enacted, would accomplish the results predicted 
by its friends, is equally speculative, But there is nothing specula- 
tive nbout the burdens imposed. They are certain, substantial, and 
inescapable. We submit that the first consideration of Congress 
should be to get the unemployed back to work, rather than what steps 
shall thereafter be taken to require the employer to bear the costs of 
future depressions. 

Now, Mr. Chairman, I stated T would make some suggestions to the 
committee for the amendment of this bill, ifit should still be the sense 
of the committee you ought to legislate on this subject and in the way 
you propose. Ido not have those amendments drafted in the form 
of the lnnguage that 1 think should be incorporated in the bill, but. I 
can tell you in such a way that there is no doubt about the objectives 
and, if the committee is really seriously interested in making any 
changes in the bill, it would be a simple mutter for the legislative 
drafting service to carry these out. 

Mr. Lewis. [fave you the suggestions formulated? 

Mr. Gan. Yes, sir, E have them right. here. 

Mr. Lewis. It 1s about 20 minutes to 12. 

Mr. Gau. 1 am sorry [ have kept you so late. 

Mr. Lewis. You have made a very able presentation of your case. 
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Mr. Gat. Our first recommendation, of course, is, if Congress is 

going to legislate at all, that it go back to the original bills proposed 

y Senator Wagner, or one of his two original bills, and deal with the 
subject in that way. 

Mr. Lewis. Through the income tax? 

Mr. Gauu. Through the income tax; yes, sir. 

Mr. Lewis. You are fully conscious of the circumstance that the 
rate would have to be correspondingly increased? 

Mr. Gat. I say, as between a pay-roll tax that taxes a loss as 
well as a profit, and an income tax, if that is the choice, industry had 
better pay where it can pay; yes, sir. 

_ Secondly, I think there is unseemly haste about putting this bill 
into operation—July 1, 1935, and starting collections of the tax uy 
1, 1936. You realize that gives industry a very short timo in whic 
to adjust itself to this tax; it gives the State legislatures a very short 
time within which to act. Every one of them would have to act on 
this subject noxt winter, before July 1, 1935, in order to protect their 
citizens against the Federal tax which would be levied here, I want 
to point out to you that some of the State legislatures do not. meet 
in regular session next winter, a few of them, and they would have 
to be called in special session for this purpose alone. 

Furthermore, I want to point out in other cases where the Con- 
gress has passed legislation that was not to take effect until some 
future date, I cannot find any where it has made it go into effect 
as promptly afterward as this would he. As a matter of fact, 
in 1929 you passed a much less important bill, which is known as 
the ‘“‘Hawes-Cooper Prison Labor Act”, and it only went into effect in 
this year, January 1934—in other words a 5-year waiting period. 

I think when you consider this is a field of legislation that the 
States are just entering upon, that it is very complicated, and that 
it requires every one of them to study foreign experience and see what 
type of plan they want to adopt—I think that 5 years would not bo 
too long a waiting pore to put into this bill. I want to point out to 
you, if you do not do that, but let the bill stand as it now is with refor- 
ence to the time it goes into operation, that some industries have no 
chance whatever to protee themselves. In shipbuilding, the build- 
ing of hotels, the building of office buildings, and so on, they are opera- 
tions that take perhaps 3 years in many cases and contracts are already 
let under which the operations may have started which will be affected 
by this tax. Those people cannot go back and modify those contracts. 

his thing falls on the party who takes tho contract, irrespective 
of the fact he cannot protect himself in any way. ; 

That obtains. primarily, in the grb ace industry. That is a 
field I think you ought to be particularly solicitous about in this period 
of our recovery program. 

I also want to point out to you there is no particular hurry about 
thislaw now. We cannot cure the depression that we seem to be com- 
ing out of. This is future insurance, Mr. Chairman; everybody has 
emphasized that. It is not a part of the recovery program; it is not a 
temporary measure; it is permanent legislation and it is not recovery 
legislation. Nobody argues that this will have one whit of effect on 
the problems of recovery; unless, as I suggested to you, it may tend 
to retard them, which I think, in many instances, it will do if enacted. 


UNEMPLOYMENT INSURANCE 355 


Third, I think that during the waiting period, if you are going to 
act on this thing now without further investigation—and I submit 
there are many Members of Congress who need to make further 
investigation—if you are going to act on it now, without further 
investigation, I suggest, first, that you make the waiting period 
& years, Mr. Chairman, and, in the meantime, because it cannot 
prejudice the case at all, that you recommend that a qualified joint 
commission of the two Houses be set up to study fully the foreign 
expetiene, with unemployment insurance and repurt back whether this 
act, prior to the time of its going into effect, needs further modification 
in the light of foreign experience. I think we are entirely fairin asking 
that, because we are not asking you to defer action on this unneces- 
sarily until you make a lengthy investigation; but, if you will put a 
proper waiting period in here, there is no reason you cannot go ahead 
without prejuc ce to the legislation and make an investigation that 
ought to be made before the vemetaon is passed. ; 

ourth, and I put this some distance down on the list of suggestions 
because I think it is not the most important feature—I have insisted 
all along that this pay-roll tax is a tax that has never been intended, 
really, to raise revenue for the purpose of relieving unemployment; it 
is not earmarked for that purpose at all. And the fourth recommen- 
dation I would make is that thie pay-roll tax be reduced from 5 per- 
cent to 24 or 3 percent at the most; because I am familiar with most of 
the plans which have been advocated in Siate legislatures for unem- 
ployment insurance, and I know the limit on all of them is 3 percent. 
And if the major purpose here is to get rea ap bea insurance, 
which undoubtedly it is, you can accomplish that purpose with a 
3-percent tax the same as 5 percent, and the levy on business and the 
consumer would be much less. 

Fifth, I suggest that you give serious consideration to this matter of 
the point at which this tax will begin to apply, as respects the number 
of persons employed. I do not make any recommendation about 
that, but I think it deserves a little further study. 

Mr. Lewis. You mean in the number of 10? : ; 

Mr. Gat. Yes, sir. I make the same recommendation with 
respect to exemptions. 

I want to point out in addition to the legal argument which I made 
here about the use of the taxing power as a means of achieving an 

bject that is not within the jurisdiction of Congress, there are certain 
other constitutional objections to this legislation. {am not going to 
argue them, but I want to point out to you there is considerable 
doubt as to whether a pay-roll tax as proposed here is not a direct 
tax under the Constitution. It is called an “excise tax” in the title 
of the bill. I appreciate that, and undoubtedly there is a reason for 
that. An excise tax has practically no limitations; that is, the Con- 
stitution says there must be geographical uniformity, but that means 
very little. Now there is really a question in my mind as to whether, 
under some decisions of the Supreme Court, this pay-roll tax is not a 
direct tax under the Constitution. If so, it is required to be appor- 
tioned among the States on the basis of population. That is one 
ng I want to call your attention to just in passing. ; 

‘The second thing is this: There is a possibility of a serious con- 
stitutional question involved in the exemptions, or the application 
of the tax to certain groups and not to others. In a very famous 
case that came to the Supreme Court a few years ago, the case of 
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Union Sewer Pipe Co. v. Connelly, which I think is reported in 184 
United States Reports, or it may be 186 United States Reports (184 
U.S. 640) an Hlinois antitrust statute exempted producers of agricul- 
tural commodities and livestock and dealers in the samo, and was held 
unconstitutional by tho Supreme Court because of the exemptions. 
And I want to call the committeo’s attention to that case, and to tho 
line of cases of which it is represontativo, which may have a very direct 
effect on tho validity of this bill. I think that desorves study. 

Now I want to mako cortain suggestions too with respect to that 
porven of the bill that sets up minimum standards for tho States. 

think it ought to be mado a requirement of any State plan, if you 
are going to set minimum standards, that the plan be contributory; 
that employees as well as employers he required to contribute to 
tho fund under tho State law. I say that for very definite reasons. 
In tho first place, you undoubtedly know, | think, under all of the 
European systems, certainly undor most of them, the plans are con- 
tributory—the employees have to contribute to thom. That may 
be one reason that organized Inbor of Great Britain is today trying to 
get rid of the unemployment insurance act thoy havo and to have an- 
other ono enacted. _ I will sny to you if you muke this thing contribu- 
tory and on a sound basis, and make that one of the minimum stand- 
ards you require the States to meet, that the labor support will fall 
away from this bill tomorrow just like that [snapping fingers). 

1 would like to see it tried; I would like to sce if we have tho cour- 
ago to sot up a sound plan, becauso the contributory system is tho 
only sound plan, and not domand of tho employer that ho bear 
the whole cost untess he can pass iton. Furthermore, I think overy 
State act should be required, under this act, to include a “means” 
test. I am not going to read anything more to you, but [ happen 
to havo participated last year in the preparation of an unemploy- 
ment insurance handbook, which was published by the National 
Association of Manufacturers and in which we have analyzed foreign 
experience under their laws, and have also analyzed all of te atock 
arguments which have beon made before this committee. We dis- 
cussed in there the application of the “inenans” test in Europo, and it 
will startle you to sea some of the eases in which the Royal Commis- 
sion in Grevt Britain found they were prevented by the “means” test 
from paying compensation to people who applied for benefits but 
ought never to have done so. 

So I suggest that you seriously consider requiring in any State act 
the inclusion of a suitable “means” test by whieh they ean see 
whethor tho person applying for benefits is entitled to them on the 
basis of his finances and income. They found cases of relatively 
- wealthy peoplo applying for benefits in Great Britain. We would find 
tho same thing here, too; do not think we would not. ‘There are 
certain types of people like that. 

‘There is ono very important thing 1 want to suggest to you. Your 
bill says, in effect, that if a man is unemployed he may draw his bene- 
fits, oxcopt in certain instances, and you say in this bill dint he shall 
pe entitled to his benefits but shall not be required to take n job where 
there is a strike. That is one of the things in there. Now, | am not 
suggesting by any means that you should sct up a system which will 
require a man to be a strike breaker. 1 do not. beliove in that at 
all, But J say thore are strikes, and there are strikes. Mr. Justice 
Brandeis, only recently in a caso that came up from Kansas, pointed 


UNEMPLOYMENT INSURANCE 357 


out that there is no absolute right to strike; that neither the four- 
teenth amendment nor the Constitution gives the absolute right to 
strike; that there are unlawful strikes, as well as lawful strikes. (Dor- 
chy ». Kansas, 272 U.S. 306.) I think you should make the dis- 
tinction there by putting in, before the word “strike” the word “law- 
ful” (page 9, line 13), making it read “lawful strike”, so as not to 
require a man to take a job where there is a lawful strike foing on. 
But if the strike is unlawful, why should not he go ahead and take the 
job, ifhecan? Why should he be able to turn around and draw com- 
pensation when he cen get employment? I do not see any equity in 
that. I think a distinction should be made in the law as between 
lawful and unlawful strikes. ‘Thoy have done that in Great Britain 
in the Trade Disputes Act of 1927; thoy have catalogued what are 
lawful and what are unlawful strikes. I refer you to that. 

I think, as I snid before, it is unsound to prohibit omployers, under 
the State plan, from insuring with a private insurance company. 
think that provision ought to come out of your plan, If you do not 
take it out, you upset the whole plan in Wisconsin, where they are all 
permitted to insure, She 

Lastly, I think yon ought to make such exceptions in your legislation 
us will protect the situation in Wisconsin. ‘Those people there, the 
State itself and the employers in that State, ought not to be penalized 
because they passed an act that won’t oxactly mect the standards in 
this act. 1 think you should have a provision in this uct to protect, 
for a period of 5 years, at least, the situation us it stands in Wisconsin. 

Mr. Lewss. Of course that would hog-tie the other 47 States until 
the legislution was passed in Wisconsin. . 

Mr. Gatu. Why? I do not think so. 1 think, if your theory is 
right, that the other States are delinquent in not acting as quickly as 
Wisconsin, and, if people have a right to credit for their virtues, then 
you ought to credit Wisconsin. 

Mr. Lewis. 1 do credit Wisconsin, but 1 am not. so’ sure I would 
hold the other States delinquent when the argument would be made 
to the legislatures and made in all sincority that we would be setting 
up disparities against their employees and cmployers—economic 
iHsparities. 

Mr. Gaui. Mr. Chairman, with just one observation, 1 will close 
because I know you are very tired listening to me. 

Mr. Lewes. No; you have made a very able presentation. ; 

Mr. Gatr. I just want to point out, and 1 think this is something you 
ought to look into, treating this as a tax bill and ignoring tho wnem- 
ployment insurance feature of it for the moment, that ono half of 
the States of the Union will pay 86 percent of the tax under this bill 
and 12 States, including 5 which are represented on your subcommittee 
I helieve, will pay 68 percent. of the tax. That shows you, as among 
tho States, the inequality of the burden, and although it is argued that 
if you do not have your uniform unemployment insurance legislation, 
you have people exposed to unfair competition. I want to point out 
that with this tax you have a great group of States exposed toa very 
unfnir fori of competition, in the sense that they earry the burden of 
this tax for the rest of the States. 

I thank you very much. 

Mr. Lewis. We thank you for your very able presentation. 

(Thereupon, at 11:55 pam., the subcommittee adjourned until 
until tomorrow, riday, Mar. 30, 1934, nt 11:00 a.m.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON WAys AND MEANS, 
Washington, D.C. 
The subcommittee met at 1i a.m., Hon. David J. Lewis (chairman) 
presiding. 
Mr. Lewis. The subcommittee will resume its consideration of H.R. 


7659. 

The first witness this morning is Mr. Denby, of Philadelphia. Will 
you please give your name, your residence, and state your relation 
to the subject matter under discussion. 


STATEMENT OF CHARLES DENBY, JR., PHILADELPHIA, PA., 
CHAIRMAN COMMITTEE ON UNEMPLOYMENT INSURANCE 
LAW, AMERICAN BAR ASSOCIATION 


_ Mr, Densy. Mr. Chairman, my name is Charles Denby, Jr.; I live 
in Philadelphia. 

I am appearing before this committee as chairman of the committee 
on unemployment insurance law of the American Bar Association. 

Mr. West. You are a member of the Philadelphia bar? 

Mr. Densy. Yes, sir. This committee to which I have referred 
was organized after the 1933 annual meeting of the American Bar 
Association, and since that time its members have been studying the 
various proposals for unemployment insurance or unemployment 
reserve legislation which have been advanced in the various States. 
Although I cannot, of course, speak for the membership of the bar 
association, I can speak for the members of the committee I have 
referred to. 

I also had occasion to give the subject intensive study at an earlier 
date. In November 1932 I was appuinted by the Governor of 
Pennsylvania as a member of the Pennsylvania State Committee on 
Unemployment Reserves, and was elected chairman of that committee 
by its members. That committee was to make a study of the subject 
of unemployment insurance or unemployment reserves and to report 
to the Legislature of Pennsylvania. 

No one could fail to approach a study of the problems of unemploy- 
ment with the mostsympathetic attitude. Atthetime I was appointed 
to the Pennsylvania commission, I was inclined to favor unemp oy- 
ment insurance, or reserves, It seemed a logical and obvious way to 
deal with the problem of unemployment. 

The commission spent several months in intensive study of unem- 
ployment insurance and reserves. It had the-benefit of findings and 
reports of commissions which had previously been appointed in 
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Wisconsin, Ohio, New York, Minnesota, Connecticut, and Massa- 
chusetts; of the Preliminary Report and the Final Report of the Royal 
Commission on Unemployment Insurance; and of the studies and 
opinions of numerous economists and other experts. 

The more I have studied the questio» the more firm has become my 
conviction that unemployment insurance is an unsound remedy, the 
oa of which are wholly insignificant compared with its inherent 

efects. 

The purpose of the bill now before the committee is to bring about 
the enactment of unemployment insurance or reserve legislation in 
all of the States. The bill does not purport to be an emergency 
measure; and yet, without the benefit of this justification, it attempts, 
by a mere act of Congress, to affect the permanent policy of the 
several States with respect to the controversial problem of social 
insurance. 

It has alweye been supposed that in matters of this sort, the States 
should not only be autonomous, but also that the Nation should have 
the benefit of experiments in what the late Senator Morrow aptly 
referred to as the 48 laboratories of the several States, before adopting 
for the entire country a novel measure of vast importance. This is a 
question to which I shall take the liberty of reverting at a later point 
. in my discussion. 

I should like first to address myself to the merit of the principle 
padertyiie pane of unemployment insurance or reserves, the adoption 
of which this bill seeks to bring about. _ : . 

And that, gentlemen, is the nub of this entire question, because it 
seems hardly useful to legislate, if the remedy to be embodied in the 
legislation will not provide substantial relief, but, on the other hand, 
will raise serious problems. — 

I may say I listened with intense interest to the excellent statement 
made. by Mr. Gall last night, which I hope the members of the com- 
inittee who were not present at that time will read. 

Mr. Gall stated a good deal of what I think about it, and I will not 
repeat what he said. ; 

I would like, however, to endorse what he said and call to your 
serious attention the very fundamental problems that he pointed out 
nre involved in legislation of this sort. 

I will address myself to a consideration, primarily, Mr. Chairman 
and gentlemen, of the two principal arguments which are usually 
advanced in favor of legislation of this sort. 

It is claimed by the advocates of these plans that thev will not 
only provide a predetermined system of unemployment relief, which 
wil largely do any with—and I repeat, which will largely do away 
wigh—the present form of private and State relief, and afford a dignt- 
fied provision for regular workers, but that they will even tend to 
remedy the defects in our present economic system which cause 
unemployment. They maintain that such plans will do something 
to prevent a recurrence of depressions in the future, first, by provid- 
ing an incentive to the employer to regularize his operations, and, as 
a result, to forestall overexpansion, and, second, by arresting declin- 
ing business activity and eraploymcnt through the establishment of 
large reserves from surplus earnings in good times, which, when dis- 
tributed as benefits in times of slack employment, will provide a 
reservoir of purchasing power. 
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Any plan which gives real promise of relief to society and to the 
individual should have the support of all. At the same time, a heavy 
burden of proof must of necessity rest upon those who propose for 
enactment into law any plan having such far-reaching consequences 
and subject to such grave possibilities of abuse. | 

A study of the facts and of the history of the 7 eee for the adop- 
tion of these plans lead to the conclusion that the advocates of com- 
pulsory unemployment insurance or reserves have not given adequate 
consideration to the vital objections and difficulties inherent in these 
plans. And this is important, may I submit, gentlemen. They have 
argued from the present situation of distress, suffering, and demorali- 
zation as a premise, to the conclusion that one or another of the plans 
they advocate should be adopted. Before accepting this conclu- 
sion, I am of the opinion that the problem and the proposed solutions 
must be approached realistically, without prejudgment, and with the 
recognition that a desire to do something will not, of itself, justify 
the adoption of any plan. . ee 

The starting point of any profitable discussion of the subject 
must be a consideration of the sources and nature of industrial 
employment. . 

he most essential fact about unemployment, and e fact not always 
recognized, is that it is not uniformly distributed over all lines of 
industry. While it is popularl re are that unemployment affects 
all industry more or less equally, this is far from the truth. 

The fact is that unemployment in the consumption goods indus- 
tries, those which provide the goods that are consumed in the daily 
processes of living, food, clothing, tobacco, gasoline, fuel for domestic 
purposes, and other similar products, is compuratively negligible 
even in the depths of a depression; whereas, well over one half of 
the workers normally engaged in the production of durable goods, 
buildings for domestic and commercial use, bridges, railroad equip- 
ment, machinery, automobiles, and the like, were unemployed in 
1932 and 1933. A more careful analysis is necessary properly to 
understand this important fact. 

And I must apologize if I am repeating what the members of this 
committee already know, but I think it is most important, Mr, Chair- 
man, that this should go into the record, because I am certain from 
my own experience that the facts to which I am about to refer are not 
generally appreciated. 

Those engaged in gainful occupations may be divided, more or 
less accurately, into two great groups, those who produce goods und 
those who produce sorvices. This has been pointed out many times, 
but Col. Leonard P. ea ae who has made a very careful study of 
occupation and unemployment statistics, has recently published a 
book entitled ‘The Economics of Recovery”, and 1 shall use his 
figures throughout this discussion. 

He has shown that of nearly 49,000,000 people shown by the 1930 
census to be normally engaged in gainful occupations in this country, 
almost 26,000,000 are engaged in producing goods and about 23,000,000 
in producing services. ‘The former group includes those engaged in 
agriculture, fishing, mining, and manufacturing. The latter, those 
engaged in transportation, trade, the professions, domestic service 
and in clerical occupations. 

I should like to have you make a note of those figures for the pur- 
poses of this discussion. I have them on a chart which I will show 
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Those who produce goods may again be divided into two major 
classifications. First, there are thoso who produce consumption 
goods of an ephemeral character. Normally this group comprises 

ut ten and a half million persons engaged in agriculture, and five 
and a half million persons engaged in mining and in the production of 
manufactured goods. Second, there are those who produce durable 
goods of a relatively permanent character. Normally this group 
comprises about ten million persons, 

_In summary, I may say that gainfully employed persons may be 
divided roughly into two groups, approximately ono half of the total 
being engaged in producing goods, and the other half in providing 
services. 

The total number normally engaged in the production of durable 

oods is approximately double the number of those normally engaged 
in producing consumption goods. 

urable goods include, first, durable goods of a consumption 
character, such as abe furniture, automobiles, et cetera; second, 
public works; and, third, facilities of a commercial or productive 
character. All durable goods possess certain distinctive character- 
istics which are material in the present discussion. 

I shall revert to this later, but I want to point out wherein the 
durable goods are essentially different from consumption goods. 

. In the first place, they are not destroyed by use, but only by long 
wear, obsolescence, or accident. This relative permanence is the basis 
-of their second characteristic, namely, that they are available as col- 
lateral for credit. It is a fact that they are usually acquired with 
-eredit and paid for with savings. The third essential characteristic 
of durable goods is that the demand for them is very elastic. 

When every one is confident as to the future, credit is generally 
available atireasonable cost, and there is always a rapid expansion in 
the demand for durable goods. This is true not only as to durable 
goods of a consumption character, such as automobiles, housing, 

urniture and the like, but also as to investment in facilities for pro- 
duction and commerce. 

At such a time, individuals feel certain of their jobs and confident 
of improvement in their position, and, therefore, readily buy on credit 
homes, automobiles, and other similar goods, confident that they can 
pay out of future rah ea ; : 

Conversely, individuals will do without such goods in periods of 

eneral lack of confidence and restricted business activity. So also, 

uring the upward turn in the economic cycle, facilities of a commer- 
cial or productive character are more rapidly produced and paid for 
with credit, which it is anticipated will-be liquidated through aera oe 
Conversely, during the down turn of an economic cycle, goods of this 
character are produced at a substantially reduced rate. 

The important fact to be noted is that these considerations apply 
practically not at all to ephemeral consumption goods. 

As a consequence, consumption goods continue to be produced and 
consumed at nearly normal volume, even during periods of deep de- 
pression, during which the production of durable goods is greatl 
diminished. At the extreme low point of this depression, whic 
occurred in 1932, the aggregate of consumption goods output, after 
holding up relatively well, had declined on v about 25 percent from 
normal, while the durable goods output had fallen about 75 percent 


from normal, having declined drastically at the very beginning of the 
nra if 
; | 
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ACTIVITY IN 1933 EXPRESSED IN PERCENTAGE, OF ACTIVITY IN 1929 


SSWSSSsy 2 


8 
% 
3 
a 
3 


SSS # 
SW sf 
SSO 
WMA IAs 
. Koen 8 
DG {QQ #FY 
SSS 8 
RWWA QYSAAg RY 
SSI 


CONSUMPTION GOoRSs 
© OVRABLE GOODS 


SS SSAAAAAAH WW 


S2046-—-M. (Face p. 363.) 


1? NEWSPRINT PAPER 2FAINT ae VARNISH  SSFACTORY CONSTRUCTION 
mde 86,0004, 


& SHIPS 
20 ‘TIRES 


1 CATTLE #@ CALVES = 19. COAL. 


9 ¢ SARETTES 
2 CITRUS FRUIT 


10 COTTON 
CALCULATED FROM FIGURES PUBLISHED INSURVEY OF CURRENT BUSINESS” ISSUED BY THE U.S. DEP'T, OF COMMERCE. 


UNEMPLOYMENT INSURANCE 363.- 


_, This is strikingly illustrated by the table.I have here which I would 
like to submit, in which the volume of activities during 1933 in certain 
leading industries is compared with activities during 1929. The 
figures in the table, which are also shown on this chart, are calculated 
from those published in “Survey of Current Business”, issued by the 
United States Department of Commerce. They relate to volume in all 
cases except candy manufacture, factory construction and commercial 
building construction, in which the figures relate to dollar volume. 
_ Mr. Cocuran. I wonder if it will be possible to have that chart 
inserted in the record. ; 

Mr. Densy. I would like very much to have it inserted if it could 
be, because it illustrates better than any table could the facts I am 
about to discuss, and I should be delighted if you would allow me to 
have a pen-and-ink drawing made which will produce the same effect 
as the colors. 

Mr. Cocaran. Mr. Chairman, I ask unanimous consent that that 
be done, and that Mr. Denby be permitted to insert the chart in 
such a place in his remarks as he may desire. 

Mr. Densy. I suggest that it be inserted at this point. 

Mr. Lewis. Without objection, that consent is granted. 

(The chart above referred to is as follows:) . 


Letter AND TABLE FROM CHARLES Densy, Jr., PHILADELPHIA, Pa. 


StraDLey, RoNnon, Stevens & Densy, 
Philadelphia, April 10, 1984. 
ComMitTEE ON Ways AND MEans, 
House of Representatives, Washington, D.C. 

GENTLEMEN: When I appeared before the Lewis subcommittee to testify on 
the subject of H.R. 7659, relating to unemployment insurance, the committee 
requested me to submit figures with respect to the cost of publio social services 
in Great Britain. I now enclose the information requested, with the suggestion 
that it be made part of the record, toward the close of my testimony. 

Will you please insert a statement to the effect that these figures have been 
prepared by the National Industrial Conference Board. 


Very truly yours 
y truly yours, Cnartes Densy, Jr. 


Cost of public soctal services in Great Britain, 1911, 1919 to 1982 
(In millions of pounds sterling) 
Cost to State and local authorities 
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1028 ee cck ivieccaes 25.8 fa... ene 66.4 12.2 33.0 8&1 3&2 82.4 
1926. isa ce cuceccsecccs 23.0 f..... 26... 6.9 12.3 41.5 7.0 &6 $4.7 
1927 csi dacs kc eccess 309 4 6aA2 ias $2.2 7.6 9.4 85.4 
1928 .c5cs decease ces 37 4 56.9 12.0 4.1 z.2 a7 8.8 
1920 co. Scseccccence.S H.9 4 $4.0 120 41.5 7.6 101 $9.0 
1900 ...cccccec ws seceee 33.8 4 $1.4 19.4 4.8 7.3 104 92.2 
1908 o5 cos cesses cee 37.5 9 49.2 35.5 33.8 7.1 107 95.5 
1902} os ci céé caueds ce 336 10 47.0 419.6 33.3 642 12.27 94.5 


' Includes transitional payments. 
3 Hospitals and {reatmen of disease, and maternity and child welfare; cost of the latter in England and 
Wales in 1910-11 not available. 
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coprecsion, fell to an average of 75 percent less than the assumed 
normal. 

. What I would like to point out to members of the committee is 
that the witnesses who have appeared in favor of unemployment in- 
surance or reserves, and the witnesses who have testified that thoy 
hed private systems and that they hud attempted to regularize, and 
had to a large extent regularized their operations, are all in the 
industries which are of a consumption character, with minor special 
exceptions, as in the case of Mr. Leeds, or very small and very special- 
ized industries. For instance, Mr. Draper represented Hills Bros. 
Co., and favored the adoption of measures of this kind, but he is in 
the business of packing food products, primarily dates. 


EMPLOYMENT AND WAGE PAYMENTS IN FOOD 
AND TOBACCO INDUSTRIES NN PENNSYLVANIA 
AVERASE 1923-1925 * 
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I would like to cite the activity in 1933 in certain food industries 
as compared with 1929, and if you will examine those figures you 
will see what was the production of hogs, cheese, coffee, sheep and 
lambs, and flour; and then further down you will see the igure for 
milk and sugar. Those are all to the left of item no. 13 on the chart, 
namely, the item representing sugar, which still is 77 percent of the 
ace H igure, wherens coffee, hogs, and cheese are all over 100 percent 
oO e 

These facts, of course, directly affect the amount of employment 
in the various industries. In the report of the Pennsylvania State 
Committec on Unemployment Reserves, of which I was chairman, 
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are published charts with respect to employment and wage pay- 
ments in principal industries in Pennsylvania, which strikingly 
illustrate the same situation. Thus, the chart relating to unemploy- 
ment fluctuations in the food and tobacco industries indicate fluc- 
tuations in employment well within 10 percent of the 1923-26 “aver- 
age.” And I point out, Mr. Chairman, that these figures now are 
figures of employment and not figures of volume of business. I use 
the word “average” in quotations, because that is the assumed 
normal average of those years. 

Even in 1932 average employment was about 95 percent of the 
1923-25 average. ‘Similarly, in the paper, printing, leather, and 


EMPLOYMENT AND WAGE PAYMENTS IN 
rotnge PAPER AND PRINTING ISTRIES IN PENNSYLVANIA 
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rubber industries, all of them consumption-goads industries, there is 
little fluctuation over period of years; and even in 1932 employment 
was well over 80 porcent of the average. 

As compared with this, the chart relating to the stone, clay, and 
glass industries, producers largely of durable goods, indicates that 
the downward trend in employment was under way in 1927; and 
employment did not execed 60 percent of average after the close ° 
of 1930. In 1932 it fell below 60 percent of average. 

In the lumber industry, a typical durable-goods industry, the drop 
in employment after 1929 was precipitous; and by the close of 1932 
the employment had fallen below 40 percent of average. 
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Mr, Frear. Are those represented on this chart [indicating the 
chart “Consumption Goods vs. Durable Goods”’]? 

Mr. Densy. No, sir; those are figures for the United States as a 
whole. Those I have been quoting are for Pennsylvania. 

Mr. Reep. That chart indicates production? 

Mr. Densy. The volume of production. The figures I am now 
reading from Pennsylvania indicate employment. _ 

Mr. Reep. Would you mind putting those charts in the record, if it 
is agreeable to the chairman? 

Mr. Denay. I will be glad to do that. 1 will be glad to submit 
the cute, if you would like to have them to be reproduced in the 
record. 


EMPLOYMENT ANO WAGE PAYMENTS IN LEATHER 
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The CuatrMan. Without objection, the permission is given. 

_ Mr, Denay. As I havo said, the motal industries, normally employ- 
ing about one fourth of tho total workers in ull manufacturing indus- 
tries in Pennsylvania, show a similar situation, with a precipitous 
drop beginning in 1929, and employment in 1932 averaging little over 
50 percontofaverage. 

he transportation-equipment industries, another important indus- 
try group in Pennsylvanta, provide another example of the wide 
fluctuation in the output of durable goods. This group includes the 
manufacture of automobiles, automobile bodies and parts, locomo- 
tives and cars, railroad-car repair, and shipbuilding. At the close 
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of 1933 employment in these industries had fallen to 40 percent of 


average. 
: A crailar situation prevailed in the construction and contracting 
Hic ret one of the most irregular of the group of durable goods 
industries. 

The following table gives comparative figures relating to unemploy- 
ment for the United States as a whole, in the various groups, as of 
March 1933 and January 1934: 


EMPLOYMENT AND WAGE PAYMENTS IN STONE, CLAY 
AND GLASS INDUSTRIES IN PENNSYLVANIA 
AVERAGE 1923-1025 #100 
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At the loft of tho table you will see the figures for those gainfully 
employed in all industry in the United States as of the 1930 census. 
Those a the figures I mentioned bofore, but thoy are well to bear 
in mind. 
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You will noté that thére were producers of service, 23,000,000, and 
producers of goods, a total of 26,000,000, divided into 10} million in ~ 
agriculture, 5% million in the manufacture of other consumption 
goods, and 10 million in the manufacture of durable goods. 

_ You will slso note as to unemployment in March 1933, in the service 
industries, there were 5.9 million unemployed, or 26 percent of all 
em loyables in that group. 

n sult there was no unemployment in the sense that agri- 
cultural workers at least have a living, and you could hardly calculate 
unemployment in that industs 7, and that is not intended to be covered 
by the present bill. 


EMPLOYMENT AND WAGE PAYMENTS IN 
LUMBER INDUSTRIES A 
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You will also note that in the manufacture of consumption goods 
there were 1}{ million unemployed in March 1933, and the unem- 
ployment in the durable-goods industries was almost 63 million, or 
64 percent of those yeatelre | engaged in durable-goods production. 

he striking thing about these figures is that unemployment in the 
durable-goods industries was about half of all employment in January. 

The figures for 1934 indicate a substantial improvement in both 
service and consumption-goods industries, but not so great improve- 
ment in the durable-goods industries, where it was 51 percent of those 
normally engaged in those industries. 

Now, I have only laid the basis of my argument. 
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“” “It is evident’ that unemployment among the producers of durable 


goods is the key to the entire problem, of unemployment; for not 
only do théy constitute'a vast body of unemployed, but it is their 
unemployment that causes the unemployment among those who 
normally are engaged in providing services, ae ; 

Colonel Ayres has calculated that it may be assumed that approxi- 
mately one person engaged in the service industries would be re- 
employed for each person reemployed in the durable goods industries. 
It would require more transportation, a greater number of telegraph 
mens, ‘more clerks, and would mean greater employment. 

In the light of what I have said, let us consider the principal argu- 


ments for unemployment insurance. They are three. First, that 


EMPLOYMENT AND WAGE PAYMENTS IN 
METAL INDUSTRIES IN PENNSYLVANIA 
AVERAGE 1923-1925 #100 
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unemployment insurance or reserves, with rates of contributions pro- 
portioned to unemployment experienced within individual enterprises 
—and by that I mean allowing employers whose employment is regu- 
lar to reduce their povments into thy fund, ¢.1 has been advocated 
in every case, and the principle of which is e1-bodied in the present 
bill—will tend to regularize operations through the imposition of a 
peualty upon irregularity. 

{ have read the transcript of the testimony of the first 3 days of the 
hearings on this bill, and heard the testimony given at the hearing 
yesterday. The Secretary of Labor emphasized the tendency of these 
measures to promote regularization of employment, as one of the 
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3 test ents. Mr. Draper, who favored this measure, favored 
- It for the same 


- . Mr. Lewis. Miss Perkins based her arguntent upon the experience 
_.in foreign countries, did she not? 

Mr. Densy. Yes, partly. It would extend my comment too 
long to gointo that. I would like to refer you to the statement made 
in the hearing last night by Mr. Gall, and also the statement made by 
Professor Todd on that same question. 

Mr. Lewis. It seemed to me that might have a very important 
bearing on this situation, 

Mr. Deny. I shall later refer to it insofar as it bears on the 
argument I am making. 


POSED OED 
EMPLOYMENT AND WAGE PAYMENTS IN TRANSPORTATION 
EQUIPMENT INDUSTRIES IN PENNSYLVANIA 
AY - e 


The second principal argument for unemployment insurance is 
’ that the accumulation of an insurance or resorve fund, from which 
payments are made in times of uneeipiovment, will provide a reser- 
voir of aheaeae 3 power, the use of which will tend to lessen fluctua- 
tions in business by maintaining consuming power. Senator Wagner, 
speaking of the pending bill, stated that the “greatest merit’”’ of un- 
employment insurance is that it would ‘tend to minimize if not to 
abolish, the likelihood of depression.” 

The Secretary of Labor also emphasized this argument very 
emphatically. ; 
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Mr. Douglas, one of the authorities on this subject, emphasized 
that as one of the principal considerations and referred to the fact,- 
as did Mr. Epstein, that in their opinion the fact that tho depression . 
in Great Britain had not gone as low as it had here was due to the. 
fact that unemployment insurance or the dole had maintained or 
provided a reservoir of purchasing power which improved the situ- 
ation, or prevented it from getting worse. i 

I am firmly convinced, Mr. Chairman and gentlemen, that both . 
of those arguments are entirely unsound as applied to these measures, _ 
and I hope to be able to demonatrate that, at least to the point of 
perhaps shaking the eonviction of those already convinced that. 
these measures should be adopted throughout the United States. 

The third principal argument for unemployment insurance that. 
is advanced is that the grant of benefits as a matter of right—by 


EMPLOYMENT AND WAGE PAYMENTS IN THE CONSTRUCTION 
ANDO CONTRACTING INDUSTRY IN PENNSYLVANIA 
AVERAGE 1923-1925" 100 , 


virtue of an implied insurance contract—is preferable to the grant- 
ing of relief proportioned to need, as the only self-respecting way of 
dealing with unemployment. . 

I i discuss these arguments in the order in which they are 
stated. 

One of the primary claims of advocates of compulsory reserves is 
that they attack the problem of unemployment at its roots, by stimu- 
lating regularization of operations through the imposition of a penalty 
upon irregularity. An enpoyer who could sma his operations 
and limit unemployment would benefit by making reduced contribu- 
tions into the insurance or reserve fund. This principle is incorporated 
in the pending bill, in section 2 (b) (2). ; ; : 

_ But the control of the employer over the regularity of his operations 
is most limited, at best, however. It is very different from his control 
over industrial accidents, within his own plant. Regularity of opera- 
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tions is mainly dependent upon circumstances and conditions over 
which the employer has little, if any, control; the volume and availa- 
bility of capital and credit; changes in style and in consumers’ demands ; 
changes; fluctuations in foreign exchange; and the myriad other 
economic factors involved in our complicated economic system. 

In some of the more regular consumption goods industries, it may 
be possible somewhat to flatten the curve of production by stimulating 
off-season sales, simplifying the line, scheduling production more 
closely, adding complementary lines, manufacturing for stock and 
resorting to numerous other expedients. But the managoment of 
industry is already fully aware of the business advantages of such 
stabilization, and already makes every effort to attain it wherever 


p 6. e e ® ° 

I should like to pont out that in the testimony of the witnesses 
whose testimony I have read, particularly that of Mr. Folsom 
representing the Rochester industries, and Mr. Swope, they a ued 
that regularization was possible, and had, to a large extent, been 
achieved. That same statement was made by Mr. Draper. 

I point out, however, the statement of Mr. Folsom to the effect 
that their sales estimate made either at the conclusion of tho preced- 
ing year or in January of the year 1933, was within 2 percent of their 
actual sales. F 

I point out that the production of the Eastman Kodak Co. was of 
consumers goods entirely, kodaks and supplies. 

I point out the fact that the General Electric Co.’s plan, according 
to the testimony of Mr. Swope, was adopted in one of their plants 
some years ago, namely, in the plant where incandescent lamps are 
manufactured. | . ; ; ae 

Again that is an industry in which consumption is more or less 
pre ictable and more or less regular. j ; 

They have now undertaken to apply it in their electrical appliance 
department, which is a somewhat different thing from attempting 
to apply it in a plant manufacturing electric turbines or electric 
locomotives, or other items of definitely capital goods. 

Regularity of operations in the service industries is entirely outside 

the control of the individual enterprise. From its nature, no service 
can be performed in advance of demand. No telegram can be sent 
until there is a sender who wants it transmitted. Restaurants, 
hotels, places of amusement, transportation and trucking concerns 
produce nothing in advance of present demand. ; 
_ There is no possibility of regularizing employment in service 
industries, and that is a fact which has not been recognized, although 
unemployment in the service industries represented 4% million in 
January 1933, and 6 million during the dopression. ; 

In most of the durable goods industries, regularity of operation 
is almost entirely beyond the control of the employer. The great 
bulk of durable goods cannot be made in advance of purchase agree- 
ments, because most of such goods are made to order, to perform a 
given function and to fit a given set of conditions determined upon 
only at the time of consumpticn. A building or a bridge cannot be 
produced in advance of gomeone wanting it at a certain place and of 
certain specifications. : 

Some of the building materials may be so produced, but only to a 
very limited extent. 
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In the durable goods industries, fluctuations in the volume of pro- 
duction are, as has already been indicated, the result largely of the 
ebb and flow of savings seeking profitable investment, a circumstance 
sey, outside of the control of any individual employer or group of 
employers. 

hese elements are wholly outside the scope of management in 
industry. The imposition of a cost factor to penalize irregularity in 
these industries will, therefore, be ineffective in bringing about the 
desired result. 

And for that reason, I would like to call attention to certain state- 
ments I have noticed in the course of the present testimony. 

I noticed a statement of the chairman to the effect that ‘because of 
carelessness or indifference on his part he, the employer, has a sea- 
sonal trade.” That may apply in a limited extent. 

Mr. Lewis. You have not got it correct. I did not make a state- 
ment as inaccurate or uninformed as that. 

Mr, Densy. I merely have the galley proof. ; 

Mr. Lewss. If you wish to argue it, I will simply have to get it 
correct, 

Mr. Densy. I think it will be well to have it correct, because I do 
not believe the statement is a fair one. 
Mr. Lewis. Certainly not as you have stated it. ae 

_Mr. Deny. The discussion was as to the employer regularizing 
his operations, and your question was whether that be his fault, giving 
a hy othetical case of reducing employees from 500 on half time to 250 
all the time. That was in the discussion with Mr. Douglas. 

As reported in the galley proof, I find the following statement from 
you: 

Let me be concrete. Because of carelessness or indifference on his part, he has 
had a seasonal trade. He employed 500 men for 6 months. 

Mr. Dovatas. Yes, sir. 

Mr. Lewis. Very well. Now, it is made profitable for him to work the whole 
12 months, and he can do it with 250 men. 

Mr. Lewis. That is just a supposititious, fanciful case. 

Mr. Frear. A hypothetical case. 

Mr. Lewis. Yes. ee 

Mr. Densy. I am willing to concede it, if it is clear that it is a 
fanciful case. ; 

My contention is that the conception that that condition of em- 
ployment is due to carelessness or indifference on the part of the 
employer can be correctly applied to so small a percentage of unem- 
ployment as practically to misrepresent the real fact. 

_ It cannot apply to a service industry; it can hardly apply to an 
industry—let us take no. 38 on the chart, in reference to the manu- 
facture of locomotives, or no. 37, in reference to the manufacture of 
treaght cars. : 

ere is no way in which the manufacturer of locomotives can 
make up a stock of locomotives, nor is there any way in which the 
manufacturer of freight cars can make up a stock of freight cars. 
That would be a thing that would, within a very short time, put him 
out of business and disrupt his entire plant. That sort of thing can- 
not be done. . Pag 

The argument that unemployment insurance will tend to maintain 
purchasing power is inspired by the same faulty reasoning which 
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underlies the recovery features of the N.R.A., namely, the theory that 
industrial activity and core ont can be stimulated or maintained 
by raising the general level of purchasing power through an artificial 
increase or maintenance of wages, or by the payment of benefits to 
those who are unemployed. ; 

I should like to say, in order to make myself entirely clear, Mr. 
Chairman, that everyone, myself included, is heartily in favor of the 
bulk of the provisions of the N.R.A. 

I would like to say, however, that I am directing my remarks at 
the conception that by increasing wages, by fixing economic standards, 
one can increase purchasing power; that, in my opinion, is not true. 

‘There is, perhaps, a very minor element of truth there, but without 

oing into the discussion fully, I may say that is, in my opinion, 
aulty. This theory is particularly fallacious when applied to unem- 
ployment insurance benefits. ‘ 

It is, of course, true that our prosperity has rested upon high wages 
and a high level of consumer purchasing power. All production, 
whether of durable or of consumption goods, is undertaken in reliance 
upon the existence of this fact. Investment in capital goods such as 
factory construction and equipment is also made only in reliance upon 
the apparent existence in the immediate future of a steady and re- 
liable market for the consumption goods to be produced by such 
equipment. 

But purchasing power derived from payments out of an unemploy- 
ment insurance fund is not the kind of purchasing power in anticipa- 
tion of which new construction will be undertaken. Nor does the 
receipt of unemployment insurance benefits constitute any basis of 
credit such as is almost universally used in the purchase of durable 
consumption goods. This can be provided only by the comparative 
certainty of continued employment at wages sufficiently high to permit 
savings and a mrgin above whatis required for necessary consumption 
goods and rent. 

The existence of a reservoir of purchasing power in the form of an 
unemployment insurance fund would have not the slightest effect 
upon activity in the durable goods industries. Since, as has been 
pointed out, tho problem of unemployment lies almost entirely. in 
these industries, or is directly traceable to unemployment in these 
industries, it is idle to assert that the creation of a system of unem- 

loyment insurance can, through a maintenance of purchasing power, 

ave any material effect in arresting business decline or lessening 
unemployment in times of depression. 
_ That is the crux of this argument, Mr. Chairman. Assume you are 
in the small-loan business, one of the largest businesses in this country, 
financing what are known as industrial loans. Persons usually make 
a loan to buy an article which is not one of strictly living necessity’, let 
us say a radio. Such articles are durable goods, and are usually pur- 
chased on credit. You would not, as an industrial banker, advance 
credit to a person who is on an unemployment insurance benefit. He 
would not be able to buy on credit. It is impossible for him to do so. 

No distributor of radios or automobiles will sell to 8 person who is 
not, according to the investigation that the banker makes, securel 
employed at a wage sufficient to carry his living necessities and whic 
will give him enough to liquidate the debt. 
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The fact is that practically all durablo goods of a consumption 
character are purchased with credit, or purchased on the reliance 
on the ability of the purchaser to pay off the debt incurred. 

That is why I sumit that is entirely inaccurate to say that if the 
depression in Great Britain was not as deep as in this country it was 
oN to the fact that they had unemployment insurance in Great 

ritain, 

If you consider the amount of benefits paid under the unemploy- 
ment insurance plan in Great Britain, you will realize that those 
payments can in no sense ve used for the purchase of anything except 
the minimum necessitiés of life. They have no effect, and can have 
no effect, on_ the production of durable goods of a consumption 
character, and certainly not on the production of durable goods of a 
producing character. 

Mr, Coorer. I wonder if that is an entirely accurate statement? 
The fact that those people were able to purchase the necessities of 
life might, to some extent, enable the people from whom they pur- 
chased those necessities of life to purchase some of the other things. 

Mr. Denby. That is not true, because the difficulty is that it is 
in fact merely a transfer of purchasing power from one group, which 
does not get the benefit of those payments to the group that does. 
There is no increase in the sum total available for payment. 

If the employees, as in England, are assessed one third, and industry 
one third, at least to the extent of the two thirds, leaving out the third 
contributed by the Government, that money must come from some- 
where. Part of it comes from the employees, the workers, who to 
that oxtent are unsble to buy something else. 

Mr. Lewis. If the Government were to double my salary tomorrow, 
the increase in salary would simply result in freezing that much pur- 
chasing power. I would not expend it; I have not the time to spend 
it. I have no real desires that are not gratified with the present 
salary paid me. 

Mr. Densy. Your salary is in excess of $250 a month. — 

Mr. Lewis. Yes; and so was the salary of Mitchell and of Wiggin; 
and so is likely to be the situation when the conditions of 1928 an 
. 1929 return, for, as Mr. West pointed out the other day, the cumu- 
lative profits of industry rose 72 percent, while wages had risen in 
the preceding period some 17 percent. 

The money in the hands of the workman does not become frozen 
purchasing power. But it may be frozen purchasing power in the 
1ands of those who are collecting it from society, whether by merit 
or not, more than they expend. a ae 

Mr. Densy. That is quite true, but I submit it is not in point, for 
this reason. . ; 

I am not talking about frozen purchasing power; I am talking about 
the question of whether there is going to be available any new source 
of purchasing power which will encourage producers to produce. 

My first point is that an employee receiving benefits is not the kind 
et nc el to whom e¢, producer of any durable goods can look for 

is market. 
_ Itis true he will buy food and clothing; but, in the first place, that 
is merely a transfer of purchasing power from someone else. 

In the second place, that unemployed workman will be unable to 
purchase anything except the minimum necessities. These must be 
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purchased through relief sources. The question is, does this measure _ 


create or produce purchasing power? 

Mr. Cooper. On that point: I do not think it is contended by any- 
body that ss, Sena of this type will be designed, within itself, to 
increase purchasing power. 

Mr. Densy. I do not know whether that is your attitude, but that 
has been the attitude of nine tenths of the advocates of this legislation. 

Mr. Cooper. I do think it is contended here, and was stated, as I 
recall, by the Secretary of Labor, in response to certain questions I 
asked her, that the principal purpose of legislation of this type is to 
avoid the present condition, considering the peaks and depressions. 
And this would have the effect of trying to smooth them out, so as 
to avoid those sharp changes, either up or down. 

Mr. Densy. My onlv answer t.: that, s'r, is that itis my contention 
that this measure—and when J say that I mean the general plan of 
unemployment reserves—cannot, in any material degree, cannot in 
any perceptible degree, affect ups and downs that are due to a myriad 
of very complicated causes. 

I do, however, say that the advocates of these measures—and I 
have heard many of them discuss the subject and have discussed the 
subject with many of them and some of them have appeared here— 
the statement appears in all of the reports, without exception, favor- 
ing these measur s, that there will be created a reservoir of purchasing 
power, the presence of which will diminish, if not prevent, unemploy- 
ment. 

That statement was made in its extreme form by Senator Wagner 
in a radio address delivered at the time this measure was introduced, 
and the Secretary of Labor stated, referring to the depression, that 
if we had been able by some device in this country to keep up pur- 
chasing power, and if there had been a reserve there, or an unemploy- 
ment insurance fund, that would have provided a fund to maintain 
purchasing power and that it would have delayed the depression that 
much longer. . 

Mr. Lewis. What is your contention in regard to that statement? 

Mr. Densy. My contention in regard to that statement is this, Mr. 
Chairman. The bulk of unemployment arises in the durable-goods 
and service industries. The durable-goods industries supply goods 
that are purchased on credit in anticipation of earnings, ‘That ap- 
plies to individuals as well as to enterprises. No factory will bée built 
on borrowed money unless it is anticipated that the product can be 
sold at a profit sufficient to liquidate the debt. No individual will 
buy an automobile on credit, and a very: large number of them are 
bought on credit, unless he is confident. that he will be employed at 
a wage sufficient to give him an excess over his requirements for his 
minimum needs sufficient to pay for that automobile. 

If that is so, then purchasing power which consists of the power 
to purchase the minimum necessities of life is not. the kind of pur- 
chasing power which will permit the purchase of durable goods. It 
does not permit the purchase of anything but necessities. 

If you will look on the chart you will see that necessities and the 
ordinary consumption goods are purchased at the time of a depression 
at 76 or 80 percent of normal. 

You will not improve the situation of the durable industries by 
paying out benefits to uuemployee workers who cannot use them for 
the purchase of durable goods. 
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Let us admit that they will use them for the purchase of food. If 
they have no other source they will get that from a relief fund. You 
are not creating anything new. 

Mr. Lewis. My thought is this: One mar. buys life insurance and 
he is doing it to get the annuities; he is receiving anincome. Another 
man fails. 

Of course, that man is getting an annuity, which is a well from which 
the funds are to be withdrawn. ‘This man, even though that is barely 
enough to carry his livelihood, has a decided advantage over the man 
who is dependent upon public relief. 

Mr. Densy. Of course, it is a question of —— : 

Mr. Lewis (interposing). Just a moment. The thought is this, 
as I understand it, that here is a fund which is an insurance; in a way 
it has been contributed by the organization or individuals, the same 
as in the case of an annuity fund. 

Mr. Densy. That is correct. : ; 

Mr. Lewis. Do you not see the distinction, or is there no distinc- 
tion between the man who has the insurance and the man who is 
Genondent upon public relief, even though the sum is practically the 
same 

Mr. Densy. If the sum is practically the same, I submit there is no 
distinction; there can be no distinction. 

The funds must come from a source somewhere, either from a relief 
fund through the sale of securities invested, which means the money 
is taken from someone else in that indirect way, or they come from 
an insurance company which does the same thing. 

Mr. Lewis. Absolutely; there is a fund which has been set apart 
for that purpose. In one case, admitting that they both receive the 
same amount, one is a case of public relief drawn from charity sub- 
scriptions, and the other is a fund set apart that anticipates the 
necessity of the individual. 

Mr. Densy. Yes, sir. 

Mr. Lewis. You do not see any difference between those two? 

Mr. Densy. I submit on this point there is no difference, and this 
point is merely that it is not possible in this way to create a reservoir 
of purchasing power that will keep us out of a depression, or minimize 
a depression, because this kind of purchasing power is not the kind that 
stimulates or maintains cae 

Mr: Cocuran. You have taken issue with the proponents of this 
measure in their statement that the unemployment insurance system 
of England prevented the depression in England reaching the depth 
of the depression in the United States. 

Mr. Densy. Yes, sir. 

Mr. Cocuran. What are your views as to the reason why the 
- depression in England did not reach the depth of the depression in the 
United States? 

Mr. Densy. Of course, that is a question which can lead us far 
afield; but in a brief summary, I should say the principal causes were a 
better banking system and less speculation on the stock market. I 
think it had infinitely more to do with the stiuation in Great Bri- 
tain than unemployment insurance. ; : : 

We have to go into the field of credit, credit regulation and credit 
expansion or contraction to find the sources of irregularity far more 
than we have got to look to the field of unemployment insurance, 
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’ which is wholly negligible, and-has beon wherever it has been applied. 

There are other theoretical ways of the regularizing of industry, but - 

T submit they are theoretical. _ . 
_ If you are willing to submit to a completely regulated society in 
industry, with a central, absolutely autocratic control, it is pesnape 
true that you can achieve oa Se scrarae tek I cannot argue that. It 
may be true. It has never been tried anywhere in the world on a 
sufficient scale or for a sufficient leagth of time to give any experience, 
but it entails a tremendous sacrifice of values that most of us in 
America have thought worth while preserving. 

I think, as long as the chairman has interjected the thought I 
should like to address myself for one moment to the point of view that 
the chairman expressed, that we want to prevent the recurrence, if 1 
may say so, of a Wiggin. : 

No one, no matter how conservative his views, has any brief to. 
offer in supper of the practices which were en aged in by some of the 
uae whom some of us had looked up to as leaders in business and 

ance. : 

Mr. Lewis. I ought to say that in using the name “Wiggin” I 
was simply using it as a symbol. 

Mr. Densy. I am using him as a symbol! also, and that is per- 
fectly proper. It is a convenient word of art, if you will. 

Nobody questions that something should be done to remedy the 
gross abuses that exist. But the question that some of us who are 
rer doubtful about the present measures being considered in Was- 
ington—the question that some of us are asking with respect to those 
things is, are wo going to burn tho barn to get rid of the rats. 

r. Frear. Let me suggest that Congress at this session has passed 
other legislation along different lines to reach that situation as soon 
as they can. It does not, however, bear on this question. 

Mr. Deny. I think if we were to look to a better regulation of 
our banking system and our credit structure, regulating by other 
agencies, such as the Federal Reserve, or some similar agency, we 
would get further along than to attempt to reconstruct our entire 
system without quite knowing where we are going. 
| Upon the other hand, the rma eee of a system of unemployment 
insurance would probably actu intensify the very problem for 
which it is offered as a partial solution. ‘The payments which will 
be required from employers constitute a direct charge on production. 
They will thus have the tendency directly to increase the cost of all 
manufactured articles; and this must of necessity tend to reduce . 
production and consequently to promote unemployment. 

I do not want to elaborate on that, but I refer you to the statement 
made by Mr. Gall last night, who: treated that point quite fully. He 
also pointed out the inconsistency of opposing a direct sales tax of- 
one half of 1 percent, and at the same time advocating the imposition 
of a pay-roll tax which, at 5 percent, would amount, at least, on an 
average, to 2} percent. ; 

» Mr. Lewis. Do you want to discuss that? 

Mr. Densy. I am willing to if there is time. But Mr. Gall treated 
that pretty fully. . ; 

The third main argument for unemployment insurance is that the 
granting of benefits as a matter of right is more in accord with social 
justice and the dignity of the worker than is the grant of relief as 8 
matter of need, be it from private or public “charity.” 
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Obviously, the goal of a society in which security will have been 
achieved for all is the object of civilization. Whether tho present 
bill is a step toward that goal which does not sacrifice more than will 
be gained, however, is the question which must be answered. 

It is my belief that measures such as the present, of necessity, will 
force the abandonment of the social system now prevailing in this 


country. 

That is a statement at which some of the gentlemen who have been 
referred to as the “hot dogs” in Washington, and those who are in 
accord with them, will sneer. They sneer at any one who states that 
this measure or any other measure will in the course of time force 
the abandonment of the system under which we have been living. 
Then they proceed to say that if it does, so much the better, because 
the system was not any good any way. ; 

_ I would like to point out that this is not the only measure that is 
either before Congress or that is certain to be adopted if this measure 
passes, 

This measure calls for the imposition of a 5-percent tax. If the 
legal principle involved in this bill is sound, and I question whether 
itis, there is no reason on earth why those advocating old-age pensions 
accident insurance, health insurance, and a number of other soci 
insurance measures, cannot come down here with equal right and 
demand that oo shall impose taxes in this or some other form, 
and thus compel the uniform ey ee of those laws in the States. 

Mr. Frear. The plan adopted by European countries, as I under- 
stand it, includes contributions from the employees. 

Mr. Densy. Yes, sir. 

Mr. Frear. Have you discussed that? 

Mr. Deny. I am coming to that in a moment. ; 

Each additional burden which is imposed upon production and each 
restriction which is imposed upon the free flow of private capital 
into industry brings us closer to the point at which all industry must 
be financed from I ecg funds. Every such step further hampers 
the play of individual initiative which has been responsible for the 
aiagoitieient development of this country. Nothing but the certainty 
of the solution of the problem of unemployment could justify taking 
a step with such far-reaching consequences os the enactment of 
unemployment insurance legislation throughout the United States, 

The present proposal, however, is far from such a solution. Despite 
the fact that about a billion dollars would be raised every year through 
the contributions into the various unemployment insurance funds, the 
gigantic reserve which would thus be accumulated would fall far short 
of taking care of the total burden of unemployment. The payment 
_ Of benefits under the proposed law would equal not more than between 

20 percent and 25 percent of the decline of pay rolls due to unemploy- 
ment. The balance must still be taken care of through the ordinary 
channols of relief. ; 

It is a fair question whether the creation of a vast system of bureau- 
cratic administration and control is justified in an endeavor to attain 
so comparatively inadequate a goal. But, on the other hand, there is 
the certainty that private industry could not bear the load which 
would have to be imposed upon it to accomplish a larger result; and, 
furthermore, there is equal certainty that as soon as the limitations 
inherent in the proposed system are recognized, there will be pres- 
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sure from organized groups for a widening of the coverage, a liberaliz- 
ing of the restrictions, and an extension of the benefits in amount and - 
in duration which necessarily will-entail an increase in contributions. 

The experience of foreign systems of unemployment insurance has 
demonstrated that the financial burden arising from an attempt to 
apply the principle of distributing benefits as a matter of right rather 
than of need is so great that the principle has had to be abandoned in 
apply the principle of distributing benefits as a matter of right rather 
than of need is so great that the principle has had to be abandoned in 
every case of serious unemployment. In actual practice, unemploy- 
ment insurance, as insurance, has failed wherever it has been tried: 
what remains being the mechanism of unemployment insurance, 
devoted, in large extent, to the distribution of State and welfare 
relief; that is, the distribution of benefits to the unemployed on the 
basis of need. ; 

I am not here to argue as to whether we should adopt an entirely 
new social system or not. I merely want to point out to you gentle- 
men before you report this bill out and recommend its passage, that 
this is merely one step in the trend which must inevitably force a 
change in our economic and industrial system. | 

That is not an alarmist statement, because it does not alarm me 
particularly. I can earn my living just as well under State socialism, 
or a State capitalistic system, or a communistic system. I have no 
fear of that; but I want to point out that that is the real issue which 
underlies this measure, a measure typical of other measures here 
advocated. : : 

Mr. Frear. May I suggest this. I am particularly interested in 
one phase of the matter, and I want as much enlightenment as any- 
heey to assist judgment, which I have not formed. 

6 are informed with considerable particularity that these various 
governments have such funds. We are told that in Germany, I 
think, the contributions are 60-50, and in England the contribution 
is one third from each party. : : 

But these various governments, until the war, were getting along 
quite successfully with this as one of their aids. Of course, this is 
entirely different from the proposals there. hie came 

I am wondering if tbe could discuss that and give us a compari- 
son of the way it would probably work here with the way it has worked 
abroad. That would be very helpful. ae 

Mr. Densy. In the first place, it is not quite correct to say that 
European countries got along with this particular system before the 
war, The fact is that the first vere was adopted in England in 
1911, and applied only to a small portion of industry, namely, the 
shipbuilding industry. There was no unemployment insurance sys- 
tem of any importance anywhere before the war. —_- 

The unemployment insurance system in Great Britain did not 
become universal until 1920. Unemployment insurance was adopted 
in Germany in‘1926; and I may say that it failed completely. I want 
to explain that statement later. 

In Great Britain unemployment insurance was inaugurated in 1920. 
Actuarially it succeeded for a few years, and then broke down com- 
pee. ow, what do I mean by saying it broke down completely? 
I do not mean that the system is not still going on. What I do mean 
is that it started out on the principle here advocated, a grant of relief, 
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as a matter of right, by an insurance contract to which a man had & 
claim. As soon as it met the obstacle which it was designed to cope 
with, it broke down completely and had to be converted to a system of 
granting relief as a matter of need, which is what you already have in. 
this country. 

Mr. Frear._ You say it succeeded actuarially a few years and then 
broke down. Did it break down because it was improperly estimated? 

Mr. Denby. Not only that, sir, but what I mean ts this, that 
benefits were not Even as a matter of insurance, they were not given 
as a matter of right to a person unemployed who should make claim 
for benefits. They were given, and had to be given, because the cost 
of doing it otherwise at that time was so great that it would have 
broken British industry. They were given as a matter of need; the 
means test had to be imposed, and it is still applicable. They were 
given only upon a showing that they required such relief. The same 
thing happened in Germany. a 

Mr. Frear. We are giving it entirely on that basis without any 
well from which to draw? 

Mr. Densy. Yes, sir. But what is the well from which we are 
going to draw payments which are admittedly necessary? 

Mr. Frear. As I understand it, it is a fund that has been set apart 
for that purpose. I am not conteune one way or the other. I 
want to get light from you as to why they had to have a well over 
there and attempted to use it. I am glad that you have informed 
us that they have had it since the War. ; 

Mr. Denny. The Germans adopted the system in the face of the 
evidence of impending breakdown of the English system and they 
thought they had remedied the defects in the English system. The 
English Royal Commission had already made its early report which 
indicated the weaknesses of that system. But the German system 
also broke down as soon as it met serious unemployment. Contribu- 
tions had to be increased to 63 percent and benefits were reduced 
from 26 weeks to 36 days, after which time they were not given as a 
matter of right. 

Now, what is the well from which must be drawn these payments? 
The well here contemplated is a well which will be fed by payments 
drawn from a pay-roll tax. It will be fed by drawing from persons 
who must pay whether they have profits from which to pay or not. 
In other words, it must come from an increase in the cost of goods or an 
absorption of that tax to the extent that it cannot be passed on, and 
& consequent reduction in production. 

Mr. Frear. Now, we are interested in what is the effect of drawing 
on that well that we propose. You were discussing, in addition to 
that, the effect of contribution by the individual. 

Mr. Densy. All right. I will anticipate something which I was 
going tosay. I am opposed to the principle of unemployment insur- 
ance I think it is fallacious in principle, and for this reason I am 
not offering—— 

Mr. Frear (interposing). Any amendments? 

Mr. Densy. I am not offering any amendments; but I would like 
to say, if amendments are to be offered and if the committe does not 
agree with my statement, I would like to endorse most of the amend- 
ments, if not all of them, suggested by Mr. Gall last night. One of 
those was that this tax should not be imposed upon production but on 
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profits; therefore, if need be, an increased income tax. Second, that 
contributions should be made also by employees. That has a double ~ 

urpose. The first purpose is an economic purpose and the second is, 

you will, a moral purpose. The first purpose is that the employees 
should be made to bear a share of the load, which is largely for their 
benefit. Itis also for the benefit of society. And Mr. Gall predicted 
that, if this committee were to amend the bill by requiring contribu- 
tions from employees, the support that the bill now has from organized 
labor would fall away. 

Second is the moral purpose. If we are going to embark on social 
legislation in this country—if the majority of the people want it 
of course it will come—I would like to retain some vestige of individua 
responsibility and retain some vestige of the thought that the employee 
is not just bog ken care of by somebody, but that he is contributing 
to that care. But I would like tu point out also that a system of con- 
tribution from employees roises very serious administrative difficulties. 
It involves possibly resorting to a book system, such as they have in 
England, but which has been universally condemned in this country. 
The advocates of these measures are trying to get away from that. 
However, it involves a very difficult problem administratively in the 
way of raising these benefits, and I do not know that any really sub- 
stantial proportion of the fund could be contributed from that source 
as a practical matter. : 

Furthermore, let me say this, that if we are going to follow the 
pe advocated in the States, and that is, to allow the employer who 

as regularized his operations, so that he does not have much unem- 
ployment, to reduce his payments into the fund, which is one of the 
cornerstones upon which some of the advocates rest their contentions, 
T want to point out that it is the employees in the irregular industries, 
whose employment is most irregular, who will have to contribute the 
major part of the fund. But the fund will be wholly inadequate if the 
others are w be let off. search ; 

There is a dilemma there. Either Rb are going to let them off 
or you are not going to let them off—l am addressing myself to the 
employee contributions. If you do let off the regular industries, you 
are going to try to impose the entire burden on the industries to the 
right of the chart, the ban ar ones, whose irregularity is some- 
thing beyond their control. If you do not, you are going to have the 
regular industries bearing the entire load or most of the load: And 
it is a question whether labor, or organized labor—how far the indi- 
vidual workman, for that matter, in a regular occupation, is going to 
stand for contributions into a fund that he knows perfectly well will 
go for the benefit of someone else. That is strikingly illustrated in 
the tage figures, We referred to that fact in this Pennsylvania 
report. 

r. Lewrs. The committee will have the benefit of all that? 

_Mr. Densy, I cannot lay my anger on it for the moment. 

, The facts show that in Great Britain a small proportion of the 
industries actually bore the burden, and that is one of the reasons 
why organized labor in Great Britain is now agitating as strongly as 
ossible for the removal of the imposition of any burden on labor 
hey demand that it all be paid by the Government. 
r. Cocuran. I want to ask you a question right there about the 
English system. I discussed that system with English workers in 
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1929 and I remember distinctly one of them telling me, “I am not in 
line for these benefits bocause I make no contribution.” In other 
words, the English worker can bring himself within the benefits of 
the law by contributing or stay without tho benefits without con- 
tribution. Is that correct? 

Mr. Densy. He is then thrown on local relief and, of course, that 
applies also to the person who has not been employed for the requisite 
period prior to his Ac arses If he has not made a sufficient 
proportion of contributions he is not entitled to relief from this fund. 

r. ReEEep. Has it been true that, in France and in Great Britain 
and in Germany, as a. result of the breakdown, much of the load has 
ultimately been borne by the Government? 

Mr. Densy. By the exchequer in England. 

Mr. Reep. By the exchequer in Enlgand? 

Mr. Densy. Yes. There is no question about that, that the bulk of 
relief is given through funds contributed by the Government in two 
forms: In the first instance, in the form of loans to the insurance 
fund, which have been a millstone around the neck of the treasu 
and are constantly increasing; and, second, in the form of local relief, 
which is a burden partly on the local governments and partly on the 
central government—exactly what we would have. 

Mr. Reep. Have you analyzed what England, France, and Ger- 
many, or any one of them, particularly England, has done, to show 
how rapidly the social legislation has added to the burden? 

Mr. Densy. I cannot answer that. It is a question that—— 

Mr. Reep (interposing). F have a ony. notion that that part of 
ne aa which is for social legislation has increased by leaps and 

ounds. 

Mr. Deny. There is no question that the expenditure by the 
Government on account of such legislation has increased by leaps 
and bounds, but I could not give you the exact figures. . 

_ Mr. Reep. If you could give any figures it might be rather interest- 
ing to the committee. : ; 

r. Deny. I would like to have an opportunity of looking that 
up and giving a brief statement including those figures. 

I shall omit any reference to the legal argument, which has already 
been presented by, Mr. Gall. I share his feeling that, in the first 
place, there is a serious question, a very serious question, whother the 
proposed measure is constitutional. 1 recognize that a person would 

ave to be very confident if he were to attempt to predict the actions 
of the Supreme Court on such a measure, in view of recent decisions. 
I would like to point out, however, simply supplementing what Mr. 
Gall has said, that, in the first place, it is not an emergency measure 
and it would therefore not have the benefit of what may become a 
new trend of opinion as to emergency measures, 

In the second place, this is not State legislation and therefore 
does not have the benefit of what now appears to be the majority 
view of the Court, of favoring all State legislation in social matters 
unless it appear clearly unconstitutional, but is, on the other hand, an 
action of Pa ies within the scope of delegated powers, which are of 
course limited. I won’t enlarge on that but merely refer you to Mr. 
" Gall’s citation of cases. | ; 

Mr. Reep. In submitting the figures that appear in the English 
budget as to the cost of social legislation, it might be well if you did 
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not include what might be termed simply educational. It might be 
well to eliminate that part which is for the support of the educational 
system, which, I believe, does come out of the general fund. 

Mr, Deny. I will be very glad to do that. ; 

Now, if I may, I would like to just conclude nye ain calling the 
attention of the committee to tho implications of this bill. 

Mr. Gall stated here that this is one of the most important measures 

that has been before Congress in years. That is undoubtedly true. 
It does not appear so on the surface. In itself it looks innocent 
enough, compared to the N.R.A. and some of the more conspicuous 
measures. | eae aces ; : 

The fact, is however, that this bill if passed will be the opening gun 
or the entering wedge for the Federal Government in compelling tho 
States to enter the field of social legislation. _ It is the first load that 
will be imposed for that purpose, to be followed, with equal right, by 
any number of similar measures, which at some point, sooner or later, 
‘will bring about the inevitable abandonment of private capitalism. 
It will compel government, and probably the Federal Government, 
to finance all industries. The representatives of the “new deal” scoff 
‘at that view. 

I would like to have you gentlemen go back to your constituents, 
‘however, and submit to them all the implications of this bill and ask 
them if they want it. Ask them if they want the Federal Govern- 
ment to revise our social system. Now, it may be that, as some of 
the exponents of the “new deal” think the average man is not intelli- 
pn enough to think for himself and therefore should be thought for 

the intelligent minority. That may be true, but the idea is not 
of American origin anyway. 

Mr. Lewis. As I understand it, one of the reasons for submitting 
this to the States is that our system of government is a dual system, 
so different from what they have abroad that necessarily it has to be 
done this way, as the Federal Government cannot go out and begin 
financing the proposition at, this time. Would you advocate that, 
rathor than have this commission to the States provided, there was 
an alternative to be submitted? 

Mr. Densy. No, sir. 

This bill purports to be a revenue measure. I do not think any- 
body seriously contends that it is a revenue measure, though that 
contention will undoubtedly be made in the Supreme Court if it 
ever gets up. The fact is that evoryone who has here testified re- 
garded it as a compulsion on the States. 

Mr. Lewis. That the purpose is to force the States into action? 

Mr. Densy. To force the States into action; and I submit, sir, 
that that is not a Federal system. A Federal system is based upon 
the principle that the States shall be allowed to legislate upon matters 
of local concern, whatever they may be, and that the Federal Govern- 
mont should legislate upon the Federal matters; that is, those of 
national concern. ane 

Mr. Lewis. We did the same thing in the estate tax, which was 
passed in the form of a revenue measure. 


Mr. Densy. The same thing has been done in many cases, The | 


Harrison Antinarcotic act was passed as a revenue measure. The 
oleomargarine tax was passed as a revenue measure. I submit that 
there was far more reason in the estate-tax law, which was definitely 
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a revenue measure, intended to produce revenue, than in this case, 
the primary purpose of which is to compel the States to act, in effect, 
within a prescribed range. : 

Mr. Lewis. I had occasion some time ago to examine that line of 
decisions and I reached this conclusion. ‘Take the antinarcotic act. 
In form it is a revenue measure. As a practical fact, if the words 
narcotic, opium, cocaine were stricken out and the words: whisky 
and other alcoholic beverages put in, you would have a Volstead Act, 
without any amendment to the Constitution. There was also the 
case of the 10 percent tax on State bank-note circulation. That in 
form was a revenue tax. The conclusion I reached was this, that 
wherever it happened that the opinion of society was practically 
unanimous upon the desirability of the objective of the act the courts 
had found them constitutional. Wherever there was a grave division 
of public opinion as to the desirability of the objective of the act, we 
have head perhaps a divided court. The court was acting on socio- 
logical lines rather than on legalistic lines. 

r. Densy. I agree with that entirely, sir. There can be no 
question about that. And that is why in sonst eutionel adestons it 
is so difficult to predict what the action of the courts will be, which 
is simply another way of saying it is so difficult to know what the 
Constitution means, because no one will know until the Supreme 
Court has decided a specific case; and no one will know how long the 
law as thus interpreted will last. ; 

Now, in concluding, if the bill is to be reported, which I hope it 
will not, I earnestly endorse the amendments suggested by Mr. Gall 
and 1 will not therefore claborate on them. I have said that I am 
opposed to the principle underlying the measure, therefore I do not 
believe that amendments will very much improve it. 

The principle is wrong because it is economically unsound. The 
pune e is economically unsound because the attempt to distribute 

enefits as a matter of right, wherever it has been tried, has proved 

impossible as an economic and financial matter. Everywhere tho 
countries have had to resort to giving benefits as a matter ofneed; 
and a system which began as an unemployment-insurance system 
became merely the vehicle for distributing reliof. Now, it may be 
that the vehicle was a good one, that the mechanics were good. It 
may be that we should study the British systom from that point of 
view; and that it may prove desirable to prepare for setting up against 
the next emergency a system for the distribution of benefits. But I 
submit that the correct approach to the problem is to treat unem- 
ployment of a serious character as an emergency and to deal with it 
as it arises, and to pay the benofits from Federal funds when local 
funds have been exhausted; and that those funds should be provided 
from Federal borrowing at that time, if need bo. ; 
_. I submit that it is fallacious to attempt to build up a reserve which, 
if this bill goes through, and the States adopt such a law, will be the 
most gigantic reserve ever accumulated for such a purpose, and that 
it will bo difficult to liquidate when the time comes. I submit that the 
correct approrch is to reduce the Federal debt as rapidly as possible 
from the proceeds of taxes which will be levied upon profits, in order 
that when the emergency arises the Federal Government will be in 
8 position to use its borrowing power, which it has been demonstrated 
is the only borrowing power available, increasing public debt, and in 
that way to finance such relief as is needed. 
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Mr. Lewis. The gentleman does not appreciate that the principe! 
opposition that we have had to raising taxes as he suggests, and to pay- 
ing ed debt, as we did for a while, came from the gentleman’s own 

A e 

Mr. Densy. I am fully aware of that and I-am fully aware also of 
this, that there will be a tremendous objection to increasing the taxes 
in order to pay off the Federal debts when the time comes to do that. 
But that is no reason why we should either adopt an unsound measure 
or why we should decline to take the only course which would properly 
deal with the problems involved. 

Mr. Lewis (interposing). 1 was suggesting that as a reason, that 
we have learned since that time. 

(Thereupon, at 12:40 p.m., a recess was had until 2 p.m.) 


AFTER RECESS 


Mr. Lewis. The committee will resume its session. 

Mr. A, K. Barta, of Washington, representing the American Transit 
Association. Mr. Barta, will you give your name and your relation 
to the association? 


STATEMENT OF A, K. BARTA, WASHINGTON, D.C., ON BEHALF 
OF THE AMERICAN TRANSIT ASSOCIATION 


Mr. Barta. Mr. Chairman and gentlemen of the committee, my 
name is A. K. Barta, and I am an assistant to the general counsel of 
the American Transit Association. Our Washington office is located 
in the Tower Building. . ; ; 

Mr. Lewis. What is the American Transit Association? 

Mr. Barta. I will get to that in just a moment, Mr. Chairman. 
I will make a short statement that will clearly and concisely state 
what the association is and the situation we are facing under this bill. 

The American Transit Association is a voluntary organization with 
general headquarters at 292 Madison Avenue, New York City. 

ts member companies operate the major part of all electric-railway 
mileage (street, suburban, and interurban) within the United States, 
Canada, Mexico, and the island possessions of the United States. 
Included in the membership of this association are bus-company sub- 
sidiaries and affiliates of electric lines, as well as a number of bus 
operations conducted primarily within cities and towns and metro- 
politan areas. ‘ ; ; 

Within the membership of the association are many electric-railway 
companies which are subject to the jurisdiction of the Interstate 
Commerce Commission under the Interstate Commerce Act and the 
Emergency Railroad Transportation Act of 1933. The remaining 
companies are subject to the jurisdiction of State regulatory bodies or 
conditions imposed by municipal franchises. 

As this bill (H.R. 7659) is written, its provisions would apply only 
to the street-railway companies and bus lines operating what is 
essentially city or suburban passenger transportation service within 
the cities and towns and metropolitan areas of this country. 

Now, it seems to me quite unthinkable that anyone would oppose or 
debate the justness of proposals designed to protect and promote the 
welfare of a preat mass of our citizens. Certainly there has been 
throughout all history much social injustice in regard to these matters 
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which modern thinking is striving to find means of correcting. With 
such purposes I am in hearty accord, and it is my earnest hope that 
the committee will find ways and means by which the purposes may 
be accomplished without working greater hardships than the pro- 
posals are designed to relieve. —-- 

But, as an industry, we are confronted with economic facts and 


-not theories. We cannot wave aside conditions that must be self- 


evident to most observers. We are unable to translate actual un- 
favorable economic results from the present operation of transit 
facilities into favorable figures which would show that the proposed 
5 percent excise tax might be applied to the transit industry without 
causing more distress than it would cure. 

It is with extreme reluctance, therefore, that we are compelled to 
submit facts and figures to you which no doubt will intensify your 
problem and retard its satisfactory solution insofar as this industry 
is concerned. 

The transit industry, as I have defined and described it, represents 
a capital investment of more than 4 billions of dollars, an investment 
which, by the way, has paid but little return to its owners over a period 
of a good many years. 

Illustrative of this fact may be cited a statement of the Federal 
Electric Railways Commission in 1920, which made a thorough in- 
vestigation of the entire electric-railway industry under the direction 
of Federal authority and which in its conclusions reported: 

Lack of confidence in electric-railway investment exists today—that is, in 1920— 
to a degree which has caused a. partial paralysis, in working havoc with the 
re of the companies and is depriving the public of the service to an alarming 
@x . 

I mention this in passing merely to indicate that the present de- 
pression from which the country is beginning to recover is not the 
cause of the, plight of the transit industry. Its serious economic 
situation extends back to the widespread use of privately owned 
automobiles, or to about the years 1912 to 1915. m those years 
down to the present day the transit industry has been in an acute 
condition of economic distress. 

About 350 corporations, partnerships, or individuals furnishing 
passenger transportation service as members of the transit industry 
probably transport more than 90 percent of all passengers carried 
and derive in the aggregate more than 90 percent of all revenues 
thercfrom. In addition, there are hundreds of small companies 
operating from 1 to 2 to 3 busses in all parts of the country, coming 
and going in such large numbers every month that it is impossible to 
obtain an accurate record of their operations. 

The transit industry employs approximately 190,000 workers, and 
these workers earn, on an average, a higher annual income, compara- 
tively, than most employees of other industries. There is a minimum 
of seasonal fluctuation in employment in the transit industry. The 
principle of seniority is nationally established and consequently 
permanence, security, and stability of employment are characteris- 
tics of labor conditions in the industry. Labor turnover is remarkably 
low as a result thereof. : é 
_ It should also be pointed out that wage rates of labor in the transit 
industry have been reduced less than in most other industries, having 
decreased an average of less than 10 percent from the peak fovels of 
1929 and 1930. 
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During 1933 there were approximately 190,000 employes in the 
transit industry receiving an annual compensation of about $278,- 
000,000. But approximately 28,000 employees whose annual com- 
pensation aggregates about $38,000,000 are employed by carriers 
exempt from the provisions of this bill as now written. 

Thus, for the purposes of computing the excise tax of 5 percent 


contemplated by this measure, it would amount to 5 percent of ° 


$240,000,000 or an additional $12,000,000 increase in taxes imposed 
upon the transit industry. 

The gross operating revenues of the transit industry are estimated 
for the year 1933 at $666,000,000. Operating expenses, taxes, and 
deductions from income amount in the year 1933 to an estimated 
$6,750,000 more than the revenues. 

Mr. Lewss. It is not clear as to what is embraced in your transit 
system? It is composed of street-car systems? 

_ Mr. Barra. Street-car systems in tho various cities, suburban and 
interurban lines, and affiliated bus lines. 

In other words, the industry as a whole in 1933 failed to earn oper- 
ating expenses, taxes, interest, and so forth, by more than 6 millions 
of dollars. If the tax burden of the industry is increased by an addi- 
tional $12,000,000 as contemplated by this bill, the industry will 
operate at a deficit of approximately $18,000,000 a year. 

Now, there are some natural fundamental differences between the 
transit industry and the production and distribution industries, 
namely, the transit industry gonerally is unable to pass on to the 
consumer increased costs resulting from its efforts to comply with the 
National Industrial Recovery Act, shorter hours of work per week, or 
increased taxation burdens, because, first, its rates are controlled by 
State regulatory authority or municipal franchise; and, second, even 
if increased fares were perme they are now, with few exceptions, 
at the upper economic limit and further increases would not produce 
increased revenue. The industry is further harassed by keen com- 
petition from unregulated transportation agencies such as taxicabs, 
service cars, and share-expense-basis operations. Very few of these 
agencies will be subject to the tax here proposed, and to assess the 
same on the transit industry will well-nigh sound the death-knell of 
orpanived mass transportation companies. : . 

should like to refer a little more fully to the competition with which 
the transit industry is confronted, namely, the matter of taxica 
competition. Here in the Capital City itself is one of the best exam- 
ples of fleets of low-rate taxicabs operating without regulation and 
requiring long hours of service from drivers whose earnings per week 
are below even a subsistence level. The safety of operation is dis- 
regarded in that there is no ce uremie it of insurance for the safet 
of passengers or the public. Obviously, in its relation to the transit 
industry these low-rate taxicabs have had a serious effect upon and 
continue to be a menace to the existence of street railways and bus 
lines upon whom falls the burden of mass transportation in the large 
cities. Yet under the terms of this bill not one of these taxicab 
transportation agencies would be subject to the excise tax. 

The condition of the industry is such that during the preparation 
of our code of fair competition it was recognized that many properties 
could not continue in business under the hours of service and wage 
provisions of the code, and accordingly it was provided that such 
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companies might obtain a stay of the code provisions, and to this 
date a number of companies have been so exempted. Thus with many 
companies unable to comply with the transit code, eking out an 
existence under the direction of a receiver in most instances, the 
imposition of the excise tax here proposed would result in either a sub-- 
stantial curtailment of service or a complete abandonment. 

And, speaking of taxes, the unsound tax and special assessment 
burden that exists in most large cities constitutes another element in 
the present economic condition of the transit industry. In the old 
days when horses pulled street cars along the city streets it became- 
customary to assess a charge against the street-car company om 
account of the paving that was worn out by the horses. . 

When the horse-drawn street railway cars were transformed into 
cars propelled by electric power the old plan of assessing paving 
charges against the strect-railway company was continued despite 
the fact that the street cars ran on their own rails and did not wear 
out the pavement. 

In the flush days of mass transportation, before the advent of the 
private automobile, street-railway companies were able to absorb 
this cost out of earnings, although it never was a fair charge to pass 
along to the riders of electrically propelled street cars. In the past 
few years some effort has been made to readjust matters of this kind 
but in a few cities only are the authorities willing to give up the 
revenues accruing from such churges against street-railway companies, 
and therefore the progress of relicf from paving assessments and other 
similar special taxes has been: very slow. 

In this same category are charges for various other kinds of public 
improvements, such as special public park taxes, charges for traflic 
policemen, and so forth, none of which fairly are a proper charge 
against the street-car riders. 

Furthermore, in many cities a high percentage of gross earnings 
are taken as a franchise tax, on the theory that the right to use the 
city streets by a street-railway company is an asset. It was such 
an asset at one time, but. in the light of modern conditions in almost 
all of the cities of the country it has become a liability, and these 
unequal, unfair taxes and charges militate against a financially 
healthy transit industry. And the proposed 5-percent excise tux 
on the pay rolls of the transit industry will become the straw which 
brenks the camel’s back. 

Another factor that enters into the economic condition of the 
' transit industry as a whole is the power and authority over rates 
and service that is almost universally exercised by governmental 
authority in the cities and States of this country. You are all familiar 
with public-utility regulatory bodies over transportation agencies. 
Street-railway companies and bus lines are almost entirely controlled 
insofar as rates of fare nnd service are concerned, by either municipal 
franchise or State public-utility commissions. In addition to this, in 
many places hours of service are regulated. 

So we have as to this industry a governmental agency fixing fares 
and prescribing or regulating the character of service. There is no 
freedom of actionso fur as the selling price of our service is concerned, 
such as there is generally in the nreduistion and distribution of com- 
modities. We cannot look over a cost statement at night and, finding 
it getting out of hund, come down in the morning aiid, raise our price 
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to meet the additional costs. We have no means of passing on to 
the consumer any portion of increased costs without a long-drawn-out 
process of negotiation with city authorities, hearings before public 
utility commissions, or litigation in the courts. 

‘Furthermore, almost universally the rates of fare charged by mem- 
bers of the transit industry are now and have been for several years 
at their upper economic level. In other words, there are more street- 
railway fares now at a base of 10 cents cash, with some reduction for 
tokens or tickets, than at any other rate, and it is commonly agreed 
ainong members of the transit industry that a 10-cent fare is at the 
upper economic level—that any rate of fare ‘of more than 10 cents 
meets the old law of diminishing returns. Thus we are in a strait- 
jacket so far as revenues are concerned, with no freedom of action 
and, even though we had freedom of action, we would still be within 
the limitations of economic possibility. 

Taken all in all, this is not an especialy pleasant picture to view. 
Here we have an industry undoubtedly necessary and essential for the 
welfare of millions of our citizens, and which cannot be superseded 
by any form of transportation agency that is now known or in con- 
templation. I say this because it would be utterly impossible for the 
streets of any fairly large city to provide space enough for the move- 
ment of automobiles or taxicabs or busses to transport the people to 
and from their work. A street car on fixed rails, occupying from 8 to 
9 feet in width of street space, will carry as many people as 15 to 20 
taxicabs. Therefore it is commonly acknowledged that in good-sized 
cities, service rendered by street railway and rapid transit companies 
cannot be successfully performed by any other form of transportation 
agency. And, you must remember also that the street car is the poor 
man’s limousine. 

So, as I say, here is a necessary and essential industry, harassed by 
cutthroat cab competition, hampered by unreasonable taxation, 
very completely regulated as to rates of fare and character of service 
by public authority, and under present conditions unable to earn 
enough to meet its obligations. ; 

How, then, may this industry survive under the imposition of an 
additional tax of 6 percent on its payrolls? Ability to pay may be 
conditioned solely upon income, and, if you haven’t the funds, you 
simply cannot pay—that’s all. ; 

then the answer is obvious. The industry cannot assume this 
additional tax burden. And, if it is imposed, the net result of such a 
program would mean a severe curtailment of service with consequent 
rapid increase in unemployment among the present 190,000 employees 
that are in the service; or the choice between complete abandonment 
or public ownership with the taxpayers saddled with the payment of 
operating costs. : : 

As I first stated, I am in complete accord with the underlying 
principles of the proposed bill, but its financial support must be 
obtained from those industries able to pay and able to pass on to the 
consumer the increased cost thereof. 

If the transit industry is to survive, it will be necessary tv amend 
the bill, aud I suggest for your consideration the following proposed 
amendment: 
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On page 3, in line 19, after the word “carrier” insert a period, and 
strike out the remainder of line 19 and all of line 20. 

Mr. Lewis. So it would read how? 

Mr. Barta. So it would read: 


Employment in the service of a common carrier. 


__ That is subparagraph (7) of section 1, on page 3. As it now reads, 
it is: 

(7) Employment in the service of a common carrier subject to the provisions 
of the Emergency Railroad Transportation Act of 1933 (48 Stat. 211). & 

I will comment on‘that a little more fully right here. : 

The language of the bill as now written excludes all common carriers 
subject to the Emergency Railroad Transportation Act of 1933, un- 
doubtedly on the theory of their very complete regulation as to serv- 
ice, hours of labor, rates charged and wages pele, financial responsi- 
bility, and so forth. Among these excluded carriers are some 150 
electric railways, and it is not readily apt a why a portion of the 
transportation industry is singled out for the imposition of the 5 per- 
cent excise tax and the balance left tax free. And remember also, 
that municipally owned street railways will not be subject to this 
tax, though the character of service performed is identical with that 
of ail other street railways. : 

Mr. Lewis. They are negligible in number? ; .. 

Mr. Barra. Well, the San Francisco and Detroit municipal 
systems have quite a number of employees, and there are perhaps 
half a dozen municipally owned systems. Inasmuch as all common 
carriers are subject to strict regulation, all should be exempted from 
the tax here proposed. ; 

As heretofore stated, for all common carriers affected by the bill 
as now written, the additional annual cost wil amount to approxi- 
mately $12,000,000, a sum impossible of payment by the mass trans- 
portation a ar whose present existence is excee ingly precarious. 
On y by affirmative exclusion from the provisions of the bill may 
most of these companies hope to continue in business. Failure to 
exclude them will mean that millions of street-car passengers will be 
discommoded, thousands of employees will be dismissed, service wil 
be discontinued in many instances, and where service continues it 
Mert he at increased cost to either the passengers or taxpayers, or 

oth. 
‘That, gentlemen, is the situation that is facing our industry. We 
will just have to have some sort of relief if this bill is reported. 
We cannot bear eny additional tax burden. 

Mr. Lewis. It is a very impressive statement. However, let me 
ask you this question: Have you any way by which you can ascertain 
the amount of the decline in business during the last 4 years which 
might be attributed to the general decline in business rather than to 
a: 7 pet factors which have been changing the transportation 
situation 

Mr. Barra. Well, that would be pretty difficult for us tofobtain, 
Mr. Lewis. We are in a bad way at any time. When conditions 
become good and the factories start to going full blast, why, the people 
will buy a second-hand Chevrolet; they won’t ride with us. And 
when t ey do not have a job to ride to, they do not ride with us 
either. We catch them in a twilight zone. But in our big cities, 
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naturally, the street cars or some other similar vehicle will be used for 
mass transportation. The streets will not otherwise carry the traffic. 
We are attempting to attract some of this patronage back again by 
the development of high-speed transportation on interurban lines and 
new Ope of cars. 

Mr. Lewis. You would not be able, then, to say with any degree 
of confidence that if the one third of the normal business of the 
county now absent would return your receipts would go up 10 or 15 
percen 

Mr. Barta. I do not think there is any method by which we can 
measure how our receipts would increase by the return of people to 
employment, because the minute they can afford it they want an 
automobile, and they use the street-car lines on rainy or stormy 
days or when they are nearly broke; but, as soon as they reach that 
degree of affluence and can afford it, they are out for an automobile 


ain. 
, Mr. Lewis. It is the automobile, then, and not the depression that 
is responsible for your plight? 

Mr. Barta. Largely so, as far as we are concerned. 

Mr. Frear.. How much have the receipts of the transit companies 
aleclined? ; 

Mr. Barta. During 1933 the figures that we have been able to 
:gather show that the gross operating revenues of the transit industy 
“were $666,000,000 and that the operating expenses were $6,750,000 
‘in excess of that. 

Mr. Frear. What were they the last year when there was a normal 
-condition? 

Mr. Banta. Well, that was for 1933. I did not get them for any 
-other year, because our industry has just been dwindling down 
constantly. . 

Mr. Des Those are the revenues of street-railway transpor- 
‘tation 

Mr. Barta. Street railway, suburban, and interurban lines and 
‘their bus operations. | ; 

Mr. Frear. Will their business come back; and, if so, what will 
be necessary to bring it back? ; Pai eee 

Mr. Barta. Why, Mr. Frear, I think that in the big cities it will 
gradually become stabilized; and in the small communities I think 
the street car will give way to the bus operations. : 

Mr. Frear. In discussing the problem with some railroad people 
who seem to have a general understanding, they said about 50 percent 
of the legitimate passenger transportation of the railroad business 
had gone to private automobiles and about 25 percent to busses. 
That left about one quarter. I do not know whether they know any 
more about it than you or I. As I say, if that be true, where are 
you going to recuperate? Where can you go to get that business? 

Mr. Barta. I do not know, Mr, Frear. I wish I could answer 
that question for you. With the improved highways all over the 
country and the ability of the individual to get into his automobile 
and a art when he wishes and go by whatever route he chooses, it is 
a problem. ; 

And, for a run of not over 200 or 260 miles, he can make it as fast 
as a steam railroad. I do.not think you can ever attract that person 
back to the steam railroad lines; and our interurban lines are in worse 
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shape than the steam railroads. Most of them are not over 40 or 50 
miles in length. Many of them have been abandoned and others that 
are existing have gone into the transportation of freight to recoup 
their revenue. 

Mr. Lewis, This further question: I think you said that a majority 
of the operating companies were now employing a 10-cent fare. Can 
you amplify the detail of that statement a bit? 

Mr. Barta. Yes. I think the average, taking into consideration 
the cash fares, tokens, and everything else, is about 8%» cents, where 
the base fare is 10 cents. 

Mr. Lewis. That is the average fare paid? 

Mr. Barra. Yes; for example, here in Washington, the base fare 
is 10 cents. That is the cash fare. Then you get tokens for 30 cents, 
which brings it down to approximately 7 cents. 

Mr. Frear. It is 4 tokens. 

Mr. Barta, Whatever it is. 

Mr. Lewis. Four for 30 cents. 

Mr. Barta, And then they sell a weekly pass. You cannot tell 
just what it is, but practically all over the country there is some 
reduction from the base fare. 

Mr. Lewis. Can you estimate the percentage of cash fares that fall 
under that 10 cents? 

Mr. Barta. I do not know of any place that adheres strictly to a 
10 cent cash fare. They start with a 10-cent base and then sell tokens 
ata hehe reduction. . ; 

Mr. Lewis. Any other questions? I thank you. 

Mr. Barta. Thank you. 

Mr. Lewis. Now, we will hear from Mr. Boyd, if he is present. 
Mr. Boyd does not appear to be here. 

Mr. George C. Lucas, of Now York, representing the National 
Publishers Association, if he is present. 


STATEMENT OF GEORGE C. LUCAS, EXECUTIVE SECRETARY, 
NATIONAL PUBLISHERS ASSOCIATION, NEW YORK CITY 


Mr. Lucas. I am George C. Lucas, executive secretary of the Na- 
tional Publishers Association, 232 Madison Avenue, New York City. 

Mr. Lewis. What does the organization National Publishers As- 
sociation include? 

Mr. Lucas. The National Publishers Association comprises in its 
membership approximately 200 of the leading periodicals of the United 
States, the total combined circulation of which is approximately 
50 million copies per issue. It is a voluntary organization of these 
periodicals, which has been in existence for nearly 20 years, in con- 
nection with handling problems to that particular line of industry. 

It is not our intent to discuss in detail the merits or demerits of un- 
employment insurance, nor to go fully into the subject of Federal 
legislation intended to force State action toward that end. | 

if this bill becomes law in its present form and accomplishes the 
stated purposes of its authors, it means that State legislation on a 
highly controversial subject must be enacted in the comparatively 
short time of 1 year. The State Legislatures of Massachusetts, 
Minnesota, Wisconsin, Ohio, Connecticut, Pennsylvania, and New 
York have all been confronted with this problem in the years since 
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1916. Only in the case of Wisconsin has any legislation been passed 
and in this case it does not meet the requirements set up in this bill. 
In the other States either such wide differences of opinion existed that 
equitable legislation was impossible, or times were so bad that further 
burdens on industry were deemed inadvisable, 

That possibly may be modified a little bit by tho evidence submitted 
last rae in connection with the proposed legislation in Massachusetts. 
That legislation seems to be getting a little nearer to the point of 
enactment, but still we are without any actual exporience here as a 
guide to what might ensue as a result of such legislation. 

It is our opinion that, in view of this legislative history, only hur- 
riedly enacted laws would ensue, resulting in inequities between mem- 
bers of an industry located in the samo State and in various States 
and between competing industries. Our suggestion is that, if Federal 
legislation of the character of this bill is enacted, its effective date be 
postponed until such a time as, in the first place, will allow actual 
ope as a basis for sound judgement and, in the second place, 

allow all industries an opportunity to reach such economic status 
as will permit the added burden inherent in this kind of legislation. 

The periodical publishing industry is one where the added burden 
of & percent of pay rolls plus the assumption of this added cost on 
the materials we buy, such as paper and ink, would be disastrous at 
this time to many of our members. In 1932, 75 percent of this in- 
dustry operated at a loss. In 1933, 90 percent was in the red. Al- 
though the first 6 months of 1034 show an increase in revenue over 
1933 that increase is not sufficient to cover the increases in labor 
costs and paper costs occasioned by the National Recovery Act. 
We can anticipate ahead that much because we know our advertising 
revenue for the next few months. ; 

We have lost advertising revenue to the radio, whose costs are not 
greatly influenced by the National Recovery Act, nor would their 
costs be greatly affected by unemployment-insurance legislation. 
Nor can we pass on to our customers, our advertisers, and our readers, 
these many increases in cost without losing volume of business, which 
is not only necessary to our remaining in business, but is also the 
measure of our employment. | ’ 

If Federal legislation of this character is enacted, the rate of tex 
should not exceed 2 percent, which wo believe is the highest rate that 
has been proposed in any of the State laws, so that those industries 
which will have to meet this levy out of capital and which cannot 
aes the added cost on in the form of increased selling prices, will 

ave a better chance to survive. oh as 

Finally, in regard to the ultimate consequences of this legislation, 
that is leaving aside the effect that might be produced this year or 
next year, on pay rolls, we wish to point out the added incentive it 
creates for the more rapid introduction of labor-saving machinery 
for the definite purpose of reducing the total taxable pay roll and 
thus add to the unemployment. . ; 

Further, there is always a maximum labor cost that any industry 
can meet and there will be a definite increased tendency for employers 
to consider this tax as a part of the wages of their employees and 
se the direct wage paid as low as possible and if possible to reduce 
such wage by the size of the tax itself; I am snilonting that only as 
a natural business tendency. That covers the general views of our 
association on this subject, Mr. Chairman. ‘: 
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¥ Mr. Frean. That would be as a method of compelling contribu- 
tions from the employees by deducting it from the wage? 

Mr. Lucas. I say it would tend that way, Mr. Frear, That is not 
a statement of what we would do, but it is only natural that the em- 
ployer would have a tendency to say: 

Our were costs will be so much plus this 5 percent and we have ft to find 
some way to meet that 5-percent tax and, therefore, we will make our direct wago 
that much less. 

Mr. Lewis. There would be a tendency in many cases to regard the 
tax as a part of the wage fund? : 

Mr. Lucas. That would be the tendency in many cases. The 
business men would naturally look for some way to meet this added 
burden. In our own particular case, we have not been, able to pass 
on the N.R.A. costs. Our subscription prices for magazines are fixed 
at certain rates, so that we cannot add on 5 or 10 percent. Our ad- 
vertising contracts are made generally for a year in advance. There 
is no way of modifying them and they must be modified in the light 
of other conditions, And then there is the volume of our business 
which must be considered. If we have a publication which acta 
has 75 pages, in ordinary times, based on advertising, and if, throug 
the lack of advertising, we have to reduce that publication in size 
so that it is only half as large, we can use only half the amount of 
labor and half the amount of paper in printing that lessened number 
of pages. It will operate to reduce employment. 

Mr. Lewis. Have you any. information as to the amount of labor 
and the unemployment in the publishing industry? 

Mr. Lucas. The records of unemployment in the publishing 
industry are showing very raeka ted that the amount of pg og 
ment, and I am not speaking of the prntng industry but only of 
the publishing industry, is nearly up to the level of 1926 as far as 
labor is concerned ; and, in relation to other industries, to commercial 
printing, it is not as far off as those are in the relationship to either 
1926 or 1929. ; 

Mr. Lewis. Have you gentlemen any questions? 

Mr. Frear. In reference to these various States that have intro- 
duced laws along these lines, could you develop that, or are you 
familiar with that? 

Mr. Lucas. Mr. Frear, I did not understand that any of these 
States have introduced laws. They have been considering this 
prope in tho legislative committees. Before the Legislature of 

tate of Massachusetts there is a well-formulated law, as well as I can 
learn, That was discussed last night rather thoroughly, but I am 
not familiar with the details of that. ; 

Mr. Frear. Can you discuss the bills that have been presented in 
these States? ’ ; 

Mr. Lucas. They have not been presenting any bills, they have 
merely been under discussion. 

Mr. Frear. The State of Wisconsin, I understand, has a law. 

Mr. Lucas. The Wisconsin law was fully discussed last night. 

Mr. Frear. Unfortunately, I was not able to be here last night. 

Mr. Lucas. I made the statement here a moment ago that the 
ecu legislation does not meet the requirements set out in 
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Mr. Frear. I want to know in what respect it does not? 

Mr. Lucas. First, it does not cover a 5-percent contribution by 
the employer. 

Mr. Frear. It is 2 percent, is it not? 

Mr, Lucas. That is 2 percent, in the first place. And it does pro- 
vide for an employer to insure his liability, whereas that is forbidden 
under this proposed bill. 

Mr. Frean. That is confined, as I understand, to a particular 
industry. Is it confined to the particular business there, the em- 
ployment? It is not like this, intended to have a scope covering all 
employers. 

Mr. Lucas. I am not sure that it covers the same scope as the 
employment defined in this bill. It may be restricted to particular 
industries. Of course that was an important point that was dis- 
cussed last night. ; 

-Mr. Frear. I believe that was not discussed as to this law. I 
was not here. 

Mr. Lvoas. I cannot enlighten you as to that, since I did not go 
into it fully. 

Mr. Lewis., How many people have you in your business? 

Mr. Lucas. In our particular association we have between 150 
and 200 periodicals, In the periodical publishing business I happen 
to know, because I work under the code authority, that there are 
in tho United States about 5,800 periodicals. : 

Mr. eae How many employees have you in your particular 
concerns 

Mr. Lvoas. I have not the figures on that. They vary in size 
between the publications. Many publications do not do any print- 
ing. Their employees are merely their office forces and accounting 

orces. ° 

Mr. Frear. In some cases they would not be included? 

Mr. Lucas. No; because their printing is done by a commercial 
printing plant. In other cases they do their own printing, 
other cases they do not have as many as 10 employees. 

Mr. Krear. The suggestion was made that they would get im- 
proved machinory iu order to cut down on pay rolls. 

Mr. Lucas. I do not mean that to apply merely to our particular 
industry. That is a tendency of all industries, to replaco employees 
with improved machinery as the inducements to do so are increased. 

I t add that in our particular industry, as far as the introduc- 
tion of labor-saving devices is concerned, I think we have only 
scratched the surface; and, as was brought out last night, many an 
industry may have such a close relationship to its employees that 
they have no desire to reduce their employees. But in many indus- 
tries the question is how they can reduce wage expense, due to the 
pat hetaed of competition and the use of labor-saving machinery by 
others. 

I thank you. 

Mr. Lewis. Mr. Allen, of Massachusetts. 

Will you give your full name? 
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STATEMENT OF WALTER D. ALLEN, BROOKLINE, MASS., PRESI- 
DENT OF THE NATIONAL EDITORIAL ASSOCIATION 


Mr. Auten. Mr. Chairman and gentlemen of the committee, my 
name is Walter D. Allen, Brookline, Mass.; and I appear here as 
president of the National Editorial Association. 

The National Editorial Association is a trade organisation repre- 
senting thousands of daily and weekly newspapers located mainly in 
the smaller cities and towns. The association is opposed to the 
enactment of H.R. 7659 and its companion bill (S. 2616) providing 
for a Federal excise-tax of 5 percent on the pay rolls of newspaper 
publishing establishments. The newspapers which we represent 
cannot absorb this new tax. ; 

This proposed tax would undoubtedly increase unemployment in 
our particular field. The immediate effect would be to inspire plant 
economies in an effort to build up the reserves in order to meet this 
tax. An overwhelming number of our establishments engaged in 
publishing newspapers have borrowed heavily during the last 2 or 3 
years in order to keep in business. Our expenses were increased last 
August from 10 percent upward in order to meet the terms of the 
President’s Reemployment Agreement, and, as a result of signing the 
Code of Fair Competition under the N -R.A., the expenses of all pub- 
lishing houses have again been increased, with no additional income 
from advertising or subscriptions in sight. 

Official statistics issued by the Department of Labor show that the 
publishing industry has beén the one outstanding group to maintain 

h percentages of empes ment at times when other classes were 

largely unemployed. These official figures will show that the pub- 
lishers have kept employees on the pay rolls when the establishments 
could have been operated with substantial savings by letting out 
their workers. : 
_. This proposed bill is obviously not a temporary relief mersure. Is 
it small wonder that the newspaper publishers are alarmed as they 
realize the significance of a permanent tax levy of this character? 
It is a burden that is being imposed on employers at a time when they 
are hopeful of recuperating from the industrialdepression. The history 
of panics and depressions in this country reveals quite clearly that 
considerable time is required to refit and adjust our business to new 
conditions. ; 

The social-legislation workers, whose views are represented in this 
bill, are more accustomed to dealing with theories than facts. On 
paper, a 5-percent tax on pay rolls may be ideal, but in practice it 
would result in the definite retarding of business recovery. Pub- 
lishers of small-town newspapers have difficulty in providing cash 
necessary to meet weekly pay rolls without being obliged to put aside 
another 5 percent in order to pay this excise tax. ; 

We have not the slightest doubt as to some of the direct effects 
of this bill on the labor supply in newspaper offices. In our opinion 
it will hasten mechanization of all processes and thus permanently 
reduce employment. It will force employers to keep wage rates at 
the lowest, possible minima and thus reduce the amount of the tax. 
The newspaper with tO men or less will find that its employees 
will prefer to work in larger shops in order to be entitled to unemploy- 
ment. benefits, thus creating a distinct competitive disadvantage as 
between larger and smaller shops. 
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This bill will cause further migration from the farm areas to the 
industrial areas and will invite the transfer of workers from the class 
of those not gainfully employed, in order to share in the unemploy- 
ment benefits. It is generally known that the Roosevelt adminis- 
tration has a plan under consideration, which contemplates shifting 
certain classes of workers from the more densely populated areas to the 
smaller communities. Unemployment insurance, which in many 
instances places a premium on indolence, would unquestionably 
defeat this proposed plan of the administration to place workers in 
the areas of lower living costs and keep them gainfully employed. 
Farmers and rural population will pay a good part of the cost of this 
peeeeen in the price of the goods they buy, and they will receive no 

enefits. 

First, geographically. Some States will pay more than others. 

Second, industrially. As an example, the building industry versus 
Lay mewepaner industry. ‘The former is a seasonal industry and the 
atter not. 

Third, as to individual establishments. On firms employing less 
than 10 men there is no tax; on firms employing 10 men or more there 
is & percent tax added to their wage costs. 

Mr. Lewis. Are you through with your general statement? 

Mr. Auuen. Yes. Thank you. 

Mr. Lewis. Mr. Cochran? 

Mr. Cocnran. No questions. 

Mr. Lewis. Mr. Reed? ae 

Mr. Reep. What is that method of distribution, that you speak 
about, of labor? You say that the President has in view a certain 
method of distribution; and I ask that for information purely, because 
Idonot know. 

Mr. ALLEN. Within the past 6 weeks Professor Tugwell and the 
President have conferred, according to the press reports, on this 
proposed idea of migrating the unemployed into territories where 
they may become gainfully employed. 

Mr. Reep. Where would that be? 

Mr. AuLEeN. In some instances, I think, as nearly as I can gather 
from the reports that I have seen on the matter, the idea was that 
there might be those in the industrial centers who might be, pre- 
ferably, transferred to the farming communities, or vice versa. The 
principal object of that proposal, as was reported by Professor Tug- 
well, was the contemplation of taking the workers out of the densely 
Pocus areas and getting them back into the less densely popu- 

ated parts of the country. . 

Mr. ReEp. To become producers on the farms? 

Mr. AttEN. To become producers on the farms and take up gainful 
employment in the country. 

Mr. Reep. The farms are having trouble today to get rid of their 
surpis crops. I have just left my table, where there are any number 
of letters to that effect, and I am wondering what is the method of 
effecting their relief. Y would like to know. 

Mr. Aten, Those are just newspaper reports we have received, of 
those conferences. 

Mr. Lewis. Mr. Allen, I presume you have no statistics showing the 
falling off of the gross receipts of the newspapers. 
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Mr. Auten. The gross receipts of the newspapers on advertising, as 
reported last month, averaged 43 percent of what they were prior to 
the depression. 

Mr. Lewis. How about the fall of circulation? 

Mr. AEN. The falling off of circulation has not been as great. 
In my opinion, that is rather a good commentary, that the people, the 
same as you in your home town, do like to know what is going on in 
their own communities, and they still continue to read their local 
newspapers. . 

Mr. Cooper. I did not quite get from the statement you have just 
made, Mr. Allen, just whom you are speaking for. ; 

Mr. Au.en. I am speaking for the National Editorial Association, 
which is a trade organization that is now in its forty-ninth year, 
representing over 12,000 small weekly newspapers. 

fr. Coorer. Your association represents the smuller newspapers, 
both weekly and daily, throughout the country? 

Mr. ALLEN. Yes, sir. . ; 

Mr. Coorer. And I understand that it is your opinion, as expressed 
here, that this type of legislation would not be in the interest of the 
newspaper industry that you represent? 

Mr. ALLEN. That is true, sir, ; 

_Mr. Cooper. Are you prepared to give us any statement as to the 
vers of she larger newspapers of the country, or how they might feel 
about it 

Mr. Atuen. No; I cannot, sir. 

Mr. Coorser. I thank you. as 

Mr. Lewis. Of course your presentation is predicated on actual 
present conditions. If normalcy were restored, your view would be 
different, would it, Mr. Allen? a 

Mr. Auten, I think that if the newspaper advertising came back 
to the peak of 1928 and 1929, the publishers might find a way to 
absorb this additional wage rate, which is as I view this tax; it is 
increasing wage rates. We increased wage rates when we lowered the 
hours under the P.R.A.; we are now increasing them under our code, 
pole was signed in February, and in a few days it will become 
effective. 

Mr. Frear. Do you speak for the local press generally? 

Mr. ALLEN. Yes, sir. 

ae Frear. I wonder if they have taken any offiical action on this 
matter. 

Mr. Auten, I think that some of the State associations during the 
past 3 or 4 months have considered this matter and are taking it up in 


ear. 

Mr. Frear. The reason I asked that is that the State of Wiscon- 
sin has made some attempt along this line and I am asking whether 
you have received any word from the State. 

Mr. ALLEN. Personally, I have not received any word from them. 

Mr. Frear. Wisconsin has a fine editorial association. 

Mr, Aven. You have a fino association; and Mr. Conrad, the for: 
mer president is ono of our national directors. 

Mr. Frear. Has the Massachusetts State Legislature done any- 
thing about it? . ; 

Mr. Aturn. I know very little about it except there was something 
in the Boston newspapers to the effect that hearings were going on. 
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Mr. Lewis, Thank you very much. ; 
r. Donnelly, of Chicago, nh bashed the Illinois Manufacturers’ 
Association. Mr. Donnelly, will you give your name and your rela- 
tion to the association? 


STATEMENT OF JAMES L. DONNELLY, CHICAGO, ILL., ON BEHALF 
OF THE ILLINOIS MANUFACTURERS ASSOCIATION 


Mr. Donnetty. Mr. Chairman and gentlemen of the committee, 
my name is James L. Donnelly. I am the executive vice president 
is Illinois Manufacturers Association, with headquarters at 

‘hicago. 
I might say, Mr. Chairman and gentlemen, that I was not notified 
until yesterday by the committee that I would have an opportunity to 
resent a statement. Necessarily my statement has been somewhat 
astily prepared and I hope I may have the indulgence of the com- 
mittee if it is not as comprehensive and as clearly expressed as other- 
wise might he possible. 

On behalf of the Hlinois Manufacturers Association, comprising 
approximately 2,500 representative industries in Illinois, I wish to sub- 
mit a vigorous protest against the enactment of the bill (H.R. 7689), 
providing for a pay-roll tax for so-called “unemployment insurance.” 

The imposition on industry at this time of the tax burden contem- 
pleted by this measure would render business recovery absolutely 

opeless. Manufacturing industry is now engaged in a desperate 
struggle in an effort to continue operations and provide jobs. Most 
industries have been operating at a loss for several years. Industry 
is not prepared at this time to accept the added burden as contem- 
plated by this bill. There is considerable evidence that in some 
quarters industry is visualized in the terms of our largest business 
enterprises. It is well, therefore, to know that over 85 percent of 
the industries in Illinois employ less than 100 persons. Only 25 
percent of the total number of corporations incorporated in Illinois, 
on the basis of the latest available figures, were capitalized for more 
than $100,000. The great majority of the manu acturing firms in 
our State (and I believe the situation in Illinois in this respect is 
fairly representative of the conditions that obtain throughout the 
country) are relatively small, with limited financial resources, and 
they are therefore peculiarly susceptible to any disturbing influerices, 
including especially increased tax burdens. 

Industrial corporations represent the principal source of livelihood 
of a very large percentage of our total population. Accordingly, any. 
legislative program which imposes unreasonable hardships on mantt- 
facturing industries will react to the detriment, directly or indirectly, 
of every taxpayer. 

Several years ago, when the subject of unemployment insurance 
was under consideration by a special cominittee of the United States 
Senate, the Illinois Manufacturers Association made a careful study 
of this subject. This inquiry included a study of the experience of 
_ other countries with this form of insurance, the statistical basis for 
insurance of this character, the Probaralty of relioving unemploy- 
ment through such medium, and the potential tax burden which 
would be imposed upon industry if compulsory unemployment insur- 
ance, either Federal or State, were adopted. The conclusions then 
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arrived at are, I believe, pertinent to the consideration of the present 
measure. Some of the facts developed and conclusions arrived at at 
that time are as follows: “a, 

The experience of 19 countries having laws providing tor unem- 
ployment insurance or subsidies was investigated. The erperenre 
of Germany and eepand is perhaps more representative of the prob- 
able experience of the United States under this form of insurance 
than would be the experience of other countries wherein this typo of 
insurance has been in vogue. ; 

although the experience of Germany with unemployment insur- 
ance has been relatively short, the act having gone into effect October 
1, 1927, their experience has been significant. At the time the act 
became effective insurance was based on a computation of 3 percent 
of the workers’ wages, half to be paid by the employers and half by 
the workers. It was soon found, however, that the subsequent un- 
employment was more severe than was anticipated, with the result 
that during the 18 months during which the plan was in operation, or 
by March 31, 1929, the federal Government had made total loans to 
the insurance fund of approximately $63,000,000. During the first 
6 months of 1929 the contributions by the federal Government to the 
relief of unemployment were $169,800,000. Approximately -17,000,- 
000 industrial workers were covered by the German unemployment 
insurance. During the first 18 months oxperience, about 17,000,000 
industrial workers were covered, and the expenditure per worker was 
$33, or at the rato of $22 per year. ; 

Although much greater care’ was exercised in forming the German 
act than was true of a majority of the other countries in which this 
type of insurance has been invoked, Germany having full benofit 
of the experience of those countries, the financial status of the act has 
steadily grown worse, unemployment has materially increased and the 
whole plan has proved inadequate to cope with the problem. : 

A specific example of the manner in which the act is operated is 
furnished by the action of the German wholesale tobacco dealers, who 
are reported to have released 100,000 workers during a single month 
as a result of added taxes imposed by the Government on account 
of unemployment insurance. 

, The total expenditure on unemployment insurance in England dur- 
ing the 10-year period ending with the year 1929 was approximately 
$3,250,000,000, or at the rate of $325,000,000 a year, covering 
12,000,000 workers, averaging about $27 per year per worker. Tho 
contribution of the English Government to this unemployment insur- 
ance fund was approximately $1,000,000,000 or at the rate of 
$100,000,000 per year. This is exclusive of the expenditures of 
the Government for other forms of unemployment relief, which 
imposed an added burden of approximately $00,000,000 on the 
ee people urine the same period. 

he experience of European countries during the last year has been 
much more burdensome than during the 10-year period for which the 
above figures were taken. We have used the 10-year perce ending 
with 1929, howover, because the experience during that period is 
more fairly representative of the operation of this type of insurance 
in periods of normal employment. 

he. sede peneipe results of the oxperience of European 
countries, particularly England and Germany, with compulsory 
unemployment insurance, may be noted: 
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_ ‘First, that a tremendous and ever-increasing tax burden has been 
imposed on the citizens of those countries which in the instance of 
several of the countries and particularly England, has impaired the 
financial structure of the Government. 

Second, that unemployment was not prevented—the number of 
_ unemployed in fact was greatly increased. 

Third, that increased liberalization of the act and extension of 
henefits, removed the original insurance aspect and caused the plan 
to become dissipated into a system of doles. 

Fourth, that the administrative expense increased out of all pro- 
portion to the benefits extended, ; 

Fifth, that demands for public charity in all other forms of poor 
relief have vastly increased since the adoption of the public unem- 


pioyment insurance program. 
ixth, that the socialistic tendencies involved in the system have 
influenced other objectionable forms of govornmental regulation of 
private business. __ ; ; 

Seventh, that this form of insurance invariably led to political 
abuses, the party in power heing influenced more often by the effect 
of the dole policy upon voters than upon the real welfare of the 


a on, 

__. Eighth, that it ruined the public morale and initiative by estab- 
lishing a vast army of nonworkers who make no raat to secure 
work and regard the dole as their inalienable right. The ideal that 

dangled before the youth of Great Britain was not work but compen- 

sated idleness. _ ; 

Ninth, that it has reduced the o d pile for employment by 
stifling industrial development and driving capital from the countries 
where it is in vogue. 

Finally, that wheu unemployment insurance first was established 
in Hapland in 1911 it had an actuarial basis. ‘The first serious indus- 
trial depression in England following the World War produced such 
& volume of unemployment that the actuarial basis vanished, never 
to return, When the dole originally was imposed upon the British 
public, discretionary powers were vested in the administrators of the 
act. Owing to the political pressure of the Labor Party, by 1930 the 
last restrictions were swept away and the benefits became payable as 
aright. Instead of claimants being required to give proof of effort 
to secure employment, the Government was compelled to show 
whether or not the claimant could secure work. As a result of this 
state of affairs almost the entire working force of England took a 
vacation at the expense of the tottering treasury. 

All insurance must have an accurate statistical background. Un- 
employment has no accurate statistical background, There is no 

eneral stability of employment in all occupations in all communities. 

‘luctuating economic conditions, widely varying types of industries 
geographical distribution of both population and industries, seasona 
demanids, caprices of the buying public, the creation of new products, 
the discarding of old ones, and new inventions have as yet no possi- 
bilities for even approximate standardization nor for statistics that 
approach probability. There is no general stability of competence 
or proficiency for all workers or for all employers. The human ele- 
ments of ability, endeayor and vision of employees and employers 
have not been measured. A plan to compensate those exposed to 
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the dangers of unemployment in these widely diversified conditions 
of economics and human abilities has no actuarial reality. The 
money allotments made must be classed as doles. 

A number of representative American industries, as well as some 
of the larger insurance companies, are now making extensive experi- 
ments and studies of voluntary unemployment insurance, and it is 
hoped that the information thus developed may enable American 
industry to proceed from a sound, statistical premise in the further 
consideration of this subject. ; 

Mr. Lewis. Mr. Donnelly, does not that all come to this, that 
because we can not do it perfectly we should not do it at all? 

Mr. DonneELty. Yes, sir. 

_ Mr. Lewis. And if you were to call this, not unemployment 
insurance but limited unemployment insurance, would not the objec- 
tive be better described? ; 

Mr. DonneEuy. No. I think that unless your premise is correct, 
unless your foundation, upon which you are to build, is sound, your 
Supe leuure is bound to be faulty, no matter by what name you may 

ecribe it, 

Mr. Lewis. If as to fire insurance we were to accept a statement 
that because we can not do it perfectly, we will not do it at all,-that 
because one in a hundred or one in a thousand, who are criminals, 
through arson can obtain the value for the property to which they are 
not entitled, that we are going to defeat the whole fire insurance 
system would not that be a similar proposition? 

Mr. Donne.iy. Were you through, Mr. Chairman? 

_Mr. Lewis. Well, what I mean is that the degree of pathology and 
high i of imperfection must obtain on social measures that are 
not in chemistry, that are not in physics, that are not in mechanics. 
Take melngetng 1 have not yet had the good fortune to find any 
institution that is not abused. 

Mr. Donnetuy. Do I understand that 7 are drawing a compari- 
son between fire insurance and so-called unemployment insurance 
from a statistical standpoint? se a 

Mr. Lewis. Well, I think that the argument against it—let us 
suppose that there were no fire insurance in the United States, as 
there is virtually no unemployment insurance or indemnification, and 
the State, considering the necessity for action, were proposing to adopt 
a system of fire insurance; it could be i against such a proposal 
that many men, policyholders, would be burning down their proper- 
ties to secure values to which they were not entitled. That, of course, 
strikes you emotionally all over; but would it be an answer to the 
argument for fire insurance of some kind? Now, you prove the mal- 
ingering, that there is some malingering under these systems. 
course that strikes you emotionally and makes a most unfavorable 
impression. But is it an answer as to the 90 percent of the cases or 
the 95 percent of the cases that represent real need, for which = are 
not responsible, and in which ma ingering would not be involved? 

Mr. Donnetiy. Of course, if I would grant that the number of 
cases in which thero would be mali pering would be limited to 5 
percent of the total, then I could go along with your reasoning with 
regard to the practicability of this program; but I question whether 
or not you are warranted altogether in considering that it would be 
limited to that percentage. 
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Mr. Lewis. Have you any figures as to that? ; 

Mr. Donnetty. No; except that, as I have just indicated, the 
experience of all other countries, the experience in Europe and in all 
other countries, has all indicated the futility of this program, as 
regards its utility for relieving unemployment; and I think that the 
real reason for that is the fact that unemployment is not capable of 
being reduced to any statistical basis, like workmen’s compensation 
insurance or fire insurance or life insurance or any of the other 
hazards which we normally term insurable. 

I assume that the prononents of this measure represent that the 
pay-roll tax contemplated by the bill will be uniformly distributed 
over all employers and that, accordingly, the employer will be in a 
position to pass the tax on to the consumer and that, consequently, 
the burden will be equally distributed and no competitive ovate? 
will result. This is academic reasoning not substantiated by the 
practical experience of productive enterprise. The ability of a 
manufacturer to pass on to the consumer any element in the cost of 
production or distribution is necessarily limited by the willingness 
of the consumer to buy. If the cost of a given articlo becomes unduly 

gh the consumer will either look for substitutes or reduce the 
amount of his nequitemente: Moreover, some employers are better 
equipped financially than their competitors to absorb additions in 
the cost of production or distribution. The universal experience of 
manufacturing industry demonstrates that uneconomic increases in 
the cost of production eventually result in a decrease in consump- 
tion, with a resulting increase in the opportunities for employment. 

This measure, designed to relieve ameniproyment, would, it is sub- 
mitted, in actual operation tend eventually to aggravate unemploy- 
ment. Industry in Illinois has cooperated generously with the 
recovery program, although conformity to many of the mandates of 
the National Industrial Recovery Act and other governmental 
agencies has imposed many unprecedented burdens. Productive 
enterprise, however, cannot, without the grave likelihood of universal 
paralysis, be subjected to additional legislation involving social 
reform, particularly when experience and common sense indicate the 
futility of many of these reform measures as methods for improving or 
correcting our economic ills. . . 

The best means to accomplish a ‘reduction in unemployment is to 
adopt a program which contemplates a minimum amount of regulation 
and legislation and which is calculated to inspire confidence, to 
stimulate private initiative, and to encourage private enterprise. | 

_ In conclusion, let me say that the Illinois Manufacturers’ Associa- 
tion is unqualifiedly opposed to every form of public or compulsory 
unemployment insurance for the reasons that there is no dependable 
statistical background available at the present time for this type 
of insurance. ; 

Second. The basis of contribution by the employer would be 
pigey shaueneed by political instead of economic considerations, 

. It would impose an unbearable tax burden on productive 
enterprise at a time when industrial recovery is already seriously 
retarded by undue taxation. ; 

Fourth. It would increase unemployment by nggravating the very 
conditions which it is attempting to correct, by crippling the agencies 
which furnish Ls i for srophoy mene, by discouraging efforts 
to relieve unemployment, and by placing a premium on idleness. 


Pa 
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Fifth. It would result in further and unnecessary intrusion of the 
Government into the domain of private enterprise, thus aggravating 
the hardships which have already been caused industry by extensive 
governmental regulations, restrictions, and competition. . 

Sixth. It would materially increase taxation of industry at a time 
when an unprecedented increase in governmental costs has so burd- 
ened productive roan | that opportunities for employment are 
already seriously impaired. 

Seventh. It would undermine the fabric of our economic and social 
life by destroying initiative, discouraging thrift, and stifling individual 
responsibility. ; : ; ; 

nd, eighth, and finally, it is paternalistic and incompatible with 
our fundamental conception of democracy. 

I thank you. 

Mr. Lewis. Mr. Frear? Mr. Reed? ' : 

Mr. REeEp. You offered 10 objections, urged against the bill. Let 
me suggest this. I do not know how much we differ as to all of those 
in our viewpoints. We are trying to learn from you in regard to it. 

Mr. Donne tty. Yes, sir. 

Mr. Frear. You say that you represent the Illinois Manufacturers 
Association, a large one, undoubtedly; you say they have 2,500 mem- 
bers. Now, what proportion of those members would come under 
this bill, as proposed, with 10 or more people? You spoke of a 
limited number of those industries that would employ as many as a 
hundred. How many would have 10 or more employees? 

Mr. Donnetty. I would say that at least 90 percent, probably 95 
percent, of our membership would employ 10 or more persons. The 
manufacturer employing 10 or less is a very small manufacturer. 

Mr. Reep. You spoke of England and said that the English law 
had proven very unsatisfactory; and you implied that it had been 
abandoned. Is that correct? 

Mr. Donneuty. As I indicated, the association made a very careful 
study of this subject at the time when the unemployment insurance 

ll was up in the Senate, which, I think, was about 2 years ago. 
Conditions have somewhat changed in those countries since that time. 
I stated the experience of other countries prior to 1931 simply as 
evutenee of what I claim to be the impracticability of the principle 
involved. 

Mr. Reep. Have they abandoned the proposal in any of those 

countries, or all? 
_ Mr. Donxe.uy. I do not believe they have insofar as the principle 
is concerned, although I am not entirely prepared to answer that 
question. It has broken down and proven inadequate and become a 
mere system of doles. ; 

Mr. Reep. Do you know anything about the payment of relief 
funds, or this insurance, in Great Britain? ; 

Mr. Donnetuy. I am not prepared to answer that question insofar 
as it pertains to the present situation in England. 

Mr. Reep. What. became of the bill that was before the Senate 
committee at that time? You appeared there, did you? 

Mr. Donnetty. Yes; I ebpeeted before that committee; and, as I 
recall that situation, that bill was unfavorably reported, although I 
am not absolutely certain, At any rate, it was never given considera- 
tion on the floor of the Senate. 
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Mr. Lewis. Detailed references were made to that last night, Mr. 
- Reed, which you will find in the record. 

Mr, REep. Thank you. That is all, as far as J am concerned. 

Mr. Lewis. You say that one of your conclusions was that no form 
of public unemployment insurance would fall within the approval of 
your association? That is one of your statements? 

Mr. Donnetry. Yes, sir. 

Mr. Lewis. How about the poorhouse? Would you close the poor- 
house doors? You would not consider that? 

Mr. Donnetty. No, sir. I am dealing with the subject matter 
of more or less universal insurance, so-called ‘unemployment insur- 
ance. 

Mr. Lewis. We thank you very much. 

Mr. Donnetty. Thank you very much. 

Mr. Lewis. Mr. Eliot, did you wish to make a statement? 

Mr. Extor. I have a brief statement to make. 

Mr. Lewis. You may proceed. 


STATEMENT OF THOMAS H. E&LIOT, ASSOCIATE SOLICITOR, 
DEPARTMENT OF LABOR 


Mr. Extot. My name is Thomas H. Eliot and I am Associate 
Solicitor of the Department of Labor. ; 

Mr. Cheirman, I should like first to say that in appearing before 
your committee 1 am trying to be as impartial as I can and to appear 
as someone familiar with the technical details rather than as a pro- 
ponent or opponent of this measure. I hope it will pass, but I will 
try to Keep my testimony as impartial as possible. ; 

I should like to point out one or two statements made last night 
by Mr. Gall, and endorsed or repeated here today by two or three 
witnesses, in which Mr. Gall was unintentionally in error. 

First, he said that he had read all the cases on the point of the con- 
stitutionality of this bill, and that each time the Supreme Court 
decided that the use of the Federal taxing power was unconstitutional. 
Mr. Gall was in error, because, apparently, he had not read the case 
most, closely in point, if the constitutionality of this bill comes up for 
consideration in the future. That is the case of Florida against 
Mellon, @ case which I am sure Con man Frear is familiar with 
because it upheld the validity of the Federal Estate Tax Act of 
1926, which embodied the pep which I think Congressman 
Frear, perhaps, originated, the principle of allowing an offset, just 
as this bill does, for money paid to the various States under State 
inheritance tax laws. That Federal Estate Tax Act was passed with 
the express purpose of causing Florida and one or two other States 
to pass such a law. The purpose of the bill was most decidedly to - 
promote and encourago State taxing action. . . 

Mr. Lewis. That is, that the Federal Government can impose an 
inheritance tax upon all the people of the United States and in the 
act imposing that tax mnke provision that the estates of the dece- 
dents can take eredit on that tax, for any payments made to the 
ler, up to a given limit, under State acts imposing inheritance 
taxes ‘ : 

Mr. Extor. Yes, sir; and the idea was that a situation existed 
where Florida was apparently attracting large estates, or rich people 
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who might leave large estates, down there by advertising that there 
was no estate tax in Florida, thereby depriving other States of such 
taxable resources. ate 

Mr. Frear. They had to change their constitution, which forbade 
inheritance taxes? 

Mr. Etrot. Florida came up to Washington and said that not 
only was the United States Government trying to force them to amend 
a law, but it was trying to force them to amend their constitution. 
They plead, therefore, that Congress was going beyond its constitu- 
tional powers in enacting that provision. The Supreme Court de- 
cided unanimously in favor of the constitutionality of the act, and 
the opinion was written by Mr. Justice Sutherland, one of the so-called 
“conservative” members of the Court. 

I bring this case to your attention in order to fill out the record of the 
cases cited by Mr. Gall last night. ; 

Mr. Lewis. In that case it was argued that the imposition of the 
tax went directly to a public purpose, the maintenance of government 
in Florida? 

Mr. Etror. Yes, sir. , 

Mr. Lewis. If relief for people in distress, the victims of unem- 
ployment and disemployment, is in fact a public purpose, just like 
the poorhouse, paying the sheriff or recompensing the judge, would 
it be your view that the principles of application are identical in both 
measures? ; : a 

Mr. Ettor. Yes; it would be, sir; and certainly in the various 
States it has been true that the provisions against distress and 
femine and starvation and for public relief are within the powers 
of the States. ; 

Mr. Lewis. Now, have you studied the subject with a view to sub- 
mitting a brief covering it? Have you a brief? 

Mr. Exror. I have here a brief, which I can submit for the record. 

Mr. Lewis. Perhaps the members of the committee would care to 
ask you some questions, if you care to indicate the points in a general 


way. 
Mr. En:or. That is the chief point, which I have here gone into, 
the general subject which was gone into by Mr. Gall, with reference 
to the imposition of an excise tax to effect the purposes of this bill. 
I have pointed out that the provisions of the Federal act in the case 
most closely in point were upheld, in spite of the charge that they 
were interfering with the States, : 
I also, I think, have validly aie inauiahed the cases which were 
cited by Mr. Gall last night, particularly the child-labor tax case, on 
the ground that thero the tax was very distinctly levied for the pur- 
a9 of providing a penalty and punishment for any employer in a 
tate who employed a child. The tax was 10 percent of the income 
of that employer, cegaralcss of whether he employed one child or a 
thousand ¢ ildren. It had no relation to the magnitude of the num- 
ber of children that he did employ, and it was not designed to en- 
courage anybody to do anything worth while. It was designed to be 
a penal, criminal measure; and the Supreme Court decided that this 
was not a tax, that it was really a fine of 10 percent of income imposed 
upon any individual employer who employed a child, that that was 
a matter of criminal law which should be left to the States, and that, 
therefore, the tax was unconstitutional. 
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I think the difference between that approach and the approach in 
the present bill is obvious to all. 

r. Chairman, if I may, I should like to point out one other 
thing particularly for the benefit of Congressman Frear, because he 
has asked about it. ; 

Last night, Mr. Gall mentioned here, and emphasized at some 
length, the fact—as he put it as a fact—that tho Wisconsin Act 
would not be certified under the Wagner-Lewis bill; and it was 
repeated today, that Wisconsin could not qualify because insurance 
companies are allowed to operate there. Since that time I have been 
_ in communication with Dr. Altmeyer, who testified before this 

committee last Saturday and who is secretary of the Wisconsin 
commission charged with enforcing the Wisconsin Act, and he assured 
me again that the Wisconsin Act does not, as the witness here today 
claimed, provide for insurance aera | for benefit payments from 
private insurance companies. Mr. Gall said it did, and I think one 
of the witnesses today said it did, Actually, the law itself and an 
opinion by the attorney general in Wisconsin, Dr. Altmeyer says, 

revent private insurance companies from entering this field. I think 
or the sake of the record that point should be remembered. 

Mr. Frear: Could you tell me, on that line, the point Mr. Douglas 
made when he said he objected to the Wisconsin law? 

Mr. Extor. Mr. Douglas’ feeling is that all the employers in the 
State should pool their funds with other contributions from employees 
into a single, central fund, because that would make for a larger, 
more substantial, and more secure fund. The Wisconsin theory, 
which has been adopted wholeheartedly in the King report in Massa- 
chusetts, is that it should be done by the individual employers. 

Mr. Frear. The individual snr oye: in the same line of industry? 

Mr. Extor. No; each individual employer. 

Mr, Frear. Will that provide a fund sufficient in each case? 

Mr. Ettor. They mean to build up the fund in Wisconsin to $75 per 
employee. That is a pretty small sum if they have prolonged unem- 
ployment, , Of course, if they have prolonged unemployment, the 

und is diminished. The Wisconsin benefits aro pretty small; they had 
to be. It was the 2-percent rate law, but that was passed because of 
the argument that business would leave Wisconsin if the rates were 
made higher. : ie 

Mr. Frear. If this bill were made a law at 5 percent, Wisconsin 
would necessarily have to raise its rate to 5 percent; would it? 

Mr. Etror. If they did not raise it, they would be keeping 2 percent 
at home and sending 3 percent hero. 

Mr. Frear. Yes. 

I have been interested, particularly, in some of the questions here 
distinguishing between the State tax, for instance, or a positive tax 
like that, which is very easily determined and levied, and this sugges- 
tion of providing insurance a ous th liquor line, as has been proposed 
here; and I am not sure about the experience of Wisconsin. 

Is there any particular difficulty in imposing this tax and in pro- 
viding for this ponent 

Mr. Extor. It not only has not been running long enough, but 
it has not begun to rin. It has been postponed by epeat ve fiat 
until July 1 next. It was supposed to come into effect July 1, 1933; 
and then the Governor, acting under legislative authority, postponed 
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it until July 1, 1934; and the Wisconsin Legislature decided that the 
insurance system should begin on July 1, next. 

Mr. Frear. Has the tax been levied? 

r. Extor. No. 
ae So the insurance will not take place until the tax is 
evie 

Mr. Ettor. One year after the beginning of the contributions. 

Mr. Frear. up boss this tax of 2 percent or 5 percent, or what- 
ever it may be, is levied and there seems to be a partial closing of 
industry there. What happens? 

Mr. Extor. That is another weakness of the Wisconsin system that 
Mr. Douglas urges be removed. If the business closes up, the em- 
ployees are likly to get left. Of course, the fund that has been raised 
is entirely for their benefit and no one else’s. 

I can provide you with a copy of the Wisconsin Act. 

Mr. Frear. I was inquiring as to the workings of it from the law 
as you understand it. . 

r. Ertor. That is a question I have often heard raised against the 
Wisconsin system. 

Mr. Frear. I did not inquire particularly from Miss Perkins or 
the other witnesses that first day in regard to these other insurance 
provisions in the other countries. 

Now, is the English law in existence today? 

Mr. Extor. Oh, certainly. — . 

Mr. Frean. Are they working under it? 

Mr. Extor. Most decidedly; yes, sir. 

Mr. Frear. Is there a fund provided? 

Mr. Extor. Yes, sir; not only is there a fund, but, although the 
fund was inadequate to meet the needs of all those out of anphy: 
ment during the long period of depression, it must be remembered 
that the fund has at all times paid its interest on time. 

Mr. Frear. Paid its interest? 

Mr. Extor. Yes; it has had to borrow. 

Mr. Frear. Borrow out of the additional taxes? 

Mr. Ettor. Borrow from the Government. ; 

Mr, Frear. But this system we are concerned with would be on 
a, basis of taxation? 

Mr. Extot. Well, each State would figure out what it wants. If 
they set up a State system, it does not necessarily have to be called a 
ta 


xX. 

Mr. Frear. What is the situation in other countries in addition to 
Englund Are other countries maintaining unemployment insur- 
ance 

Mr. Extor. Yes, sir; quite a numbor of them. However, I think 
Mr. Epstein and quite a number of others who are real students of the 
subject have incorporated that matter in the record, referring to 
Denmark, Germany, and so forth, ‘ 

Mr. Frear. What is the experience in Denmark? 

Mr. Exsor. So far as I know, they have had real success; but I do 
mot protead to be qualified as an expert on foreign systems. 

. Frear. You are speaking on just what information you have? 

Mr. Extor. Yes. . 

May I say, further, that I have been in consultation with lawyers 
in the Bureau uz Internal Revenue, and that they are adding a few 
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| _. points, chiefly of verbiage, which thoy fool they want to have cleared 


up. They have talked to me about them with that in mind, and if 1. 
- ean be of any aid to you in making any of these small changes in 
form, I shall be glad to do so. 

Mr. Lewis, You will collaborate in the preparation of the bill? 

Mr, Exsor. Yes, sir. 

Mr. Cooper. I understand you to state you are associate solicitor 
_ for the Department of Labor? 

Mr. Exot. Yes, sir. I was called, I think, senior attorney; but I 
told the solicitor that ‘senior attorney” seemed to be an inappro- 
priate title in view of my go. ; 

Mr. Coorer. Do you mind telling mo your age? 

Mr. Etrot. Twenty-six. 

Mr. Coorer. “Senior attorney”, I agree with you, would probably 
imply that you are older than you are. 

ow long have you been with the Department of Labor?- 

Mr. Extot. Not quite a year. 

Mr. Cooper. What has been your experience? 

Mr. Extor. I had been a practicing attorney for one year in 
Buffalo N oki ° . 

Mr. CodrEr. You were 1 year in Buffalo before you came here? 

Mr. Extor. Yes. 

Mr. Coorer. Now, I understand you to say you had participated 
in the preparation of ill? ; 

Mr. Extoz. I had a comparatively humble part in its preparation 
but I did sit in on various conferences and helped Mr. Lewis an 
Senator Wagner and Miss Perkins with the Peeperason of this bill. 

Mr. Coorer. I wonder if you would be enough to give us a 
brief explanation of this bill and its operations. = 

Mr. Enso. A brief statement of what this bill is intended to do? 

Mr. Cooper. Yes, 

Mr. Extor. I think I could do that very briefly, Mr. Cooper. 

The bill is intended to raise revenue by imposing a tax on employers. 
The feeling is that the Federal Government, the State and local 
relief systems having broken down, has in the last 2 or 3 years had to 
bear the chief burden of unemployment relief, and that to reimburse 
that Government for the vast expenditures it has made and is con- 
tinuing to make, it is proper to levy this tax with the realization that 
although the money that will be collected by the tax is not earmarked, 
novertheless it will be filling up a hole in the coffers of the Treasury 
here that has been made by the vast expenditures of recent years. 

he other idea is that the Federal Government would prefor to have 
the unemployed get their relief and look for their help from their own 
local communities, and if possible to look for the relief from a regularly 
established agency. Therefore an offset is allowed ogainst this tax 
for any amount an employer pays to an unemployment insurance 
fund in a particular State which has passed a State law providing for 
the creation of such funds. In that way the Federal Government 

not need so much money to care for the unemployed in that 
State, and, not only that, but the denizens of that State will be 
looking to a regularly established fund instead of to the rather catch- 
as-catch-can private charity or the punts funds which in so many 
localities have been seriously impaired. , 
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That, I think, is the justification for allowing an offset from this 
tax. Woe cannot allow an offeet without an assurance that the om- 
ployeris really putting his money into something that will benefit the 
unemployed. He cannot just put the money into a stocking and say, 
“IT am making regular contributions and am benefiting the unem- 
ployed’, and thus escape an unemployment tax. That is why we 

ave had the requirements which must necessarily be met before any 
remittances are allowed. 

Mr. Coorer. You mean that the Secretary of Labor has to crtify 
that the State law enacted meets these requirements specified in the 
Federal act? ; : . 

Mr. Exror. That is exactly it, sir. The requirements are very 
few and are designed to make it very certain that the funds raised will 
be used for the benefit of the unemployed. But the States are not 
only allowed to choose between the Wisconsin scheme that we have 
just mentioned or the State-wide ported fund that has been described, 
or any other scheme they can devise—not only that, but they are 
allowed to state who are eligible to receive benofits, what kind of 
unemployed persons are eligible to receive benefits, and they are 
allowed to suggest the form in which the payments shall be made. 
It can cover employers of as few as 3 or stop at 20. They can make 
any length of waiting period between the date of the commencement 
of unemployment and the date when the unemployed man begins to 
receive benefits. They can make it 2 weeks or 10 weeks. I think we 
can have faith that the State legislatures will act in good faith, and for 
that reason the minimum requirements are few and far hetween; but 
. ear ~ these (i or S$ requirements sufficient to block up the obvious 

oophioles. 

; These are the fundamentals of the bill. But I repeat that Miss 
Perkins and Mr. Hopkins emphasized that they did not consider this 
any panacea and did not think that any other typo of relief will be 
unnecessary. 

That meets, I think, the objections of the gentleman who spoke this 
morning when he said that the British system had broken down. 
All he meant was that the unemployment insurance was not enough 
to take care of everybody, and they had to get relief funds. 

. Miss Perkins and Mr. Hopkins also said that in times of deep 
dé preeeion) further funds will be necessary. 

Mr. Frear. How does this dole system comparo with the insur- 
ance system? ; 

Mr. Extor. Of course, in recent years it has been confused, be- 
cause part of it is unemployment insurance and part of it is the 
hand-out relief dole. From the first the newspapers, when unable to 
cope with the amount of space that the words _ spotaplovenene in- 
surance” took up in the headlines, called it “dole.” That is all the 
British dole in 1920 amounted to. . 

Mr. Frear. Well, speaking from personal experience, I sat on # 
bench and talked with a man who was cited for bravery in the war: 
and he said ho would not accept the dole. 1 asked why, and he said 
it had become a public scandal, where several families banded to- 
gether and, because of that, would not have to work. I do not know 
whether it was called unemployment insurance. I asked him what 
his work was, and he said he was an auditor on the Manchester Canal, 

‘but would be glad to get a job of porter anywhere. 
528468497 
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Mr. Exton, 1 agree with that. ‘They all called it a dole; and I 
agree, further, that the system of unemployment gy momar and mn 


~S cuplayment ones charged with seeing whether t 


ly unemployed, has to be first class and on the job oa “ime 
to prevent malingering and cheating. 
r, Frear. I am interested in in some of the other questions brought 
up this morning, 

Here is agriculture: It is suggested that the people in agriculture 
will look upon this as an immediate means of receiving a benefit and 
consequently, they will be endeavoring to secure eunproyanent, an 
bs unemp oyment insurance, in the various cities. 

Extor. Of course, I was struck, when he said that, with the 
sienarhaits contradiction with his previous remark that this would 
discourage employment in the States. That speaker was one of the 
newspaper witnesses, 

- Mr. Frean, Yes, 

- Mr, Ettot. He had just said that industry could not bear the 
tax, and the naxt moment he said people would come from the villages 
to the big citles to get employment. I do not see how he could 
reconcile those statements. 

Mr. Cooper. I think I can sce how that would be. They would 
be employed a while if they went to the cities, and then they would 
becom g mueroey i bie and then receive the unemployment benefits. 

Exror. Of course, they would not be employed more than a 
lite” ‘while under those conditions. Their unemployment benefits 
would last only a arf months, at most. 

Mr. Cooper. Well, as long = he remains in agriculture, he does 
not haye any insurable status, because he is outside of the 
. Bet Frear. What is the opinion on the fact that, if adopted ae 
measure will operate so as to have the Federal Government t 
this back rand compel the States to adopt the i an as sug agected by the 
Federal Government, using the autho: ty and control of the Federal 
Gqvernmenst What is your thought on that? 

Mr. Ettor. I only haye this thought: They must have made that 

mani | an ument nen the offeet device of the estate tax was first 

ow, that device has not been made use of in 

ie eration for "Federal aid in old age pensions, which is the other big 
édoral aid measure before this Congress. 

Mr. Frean. It does not provide thet the tie Ser come to the 
- Federal Government ide then go heel back ito the S 

_. Mr, Exton. The ol 6 por ine tivaintt odoral-ald scheme 

© the road-building scheome—a ee or $2, 

~ Mr Yanan. Is ding 20 anything olse that has beon testified to, or any 
wate Ee that you care to answer? 

 Brs0n, - sy I feel tha that most of the remarks have been 


newspaper at th keer oy 
maa at a ihe ‘lp ans 4 tt y p f 
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people. Most unemployment plans which have been provaded. ip 

the States provide that after the employer has had very little unem- 

Poyment a ne for 2 or 3 years—that is in the Ohio plan— 
stops contributing. 

Mr. Lewis. Could they do that under the provisions of this bill? 

Mr, Extor. Yes; but, as you know, the bill does not now state 
that in clear terms so as to be understood by everyone, and I am now 
hard at work in attempting to clarify that. We do not want to 
penalize the man who does not have such problems. . 

Mr, Frear. That is, you would have the Federal law meet the 
limitations of the State law? 

Mr, Exsor, The intention is to allow the employer an offset not only 
according to the actual cash that he has paid, but also according to,the 
amount that his contributions have been in excess of the amount 
required ont the fact that he has built up a substantial unemploy- 
ment fund. 

Mr. Lewis. For instance, if I were employing 10 persons and came 
under the provisions of the act, and the Legislature of Maryland were 
to say, ‘‘Mr. Lewis, when you have accumulated $750, your tax is 
paid,” accordingly, on that very day, I could file a guarantee of 
$750, and have my obligation discharged, and no tax would be laid? 

Mr. Exsor. That would be so, eir. 

Mr. Lewis. I only use that as an illustration. 

Mr. Exior. It is a good illustration. However, there is one 
thing that I must mention, and that is that you are presuming that 
the Federal tax is 5 percent and the amount of pay roll you put into 
your fund is 5 percent. 

Mr, Lewis. Yes. : 

. Mr. Entor, Then your tax is offset and thereafter, if you keep 
your Pay roll up, you do not have to pay contributions, 

Mr. Lewis. What is the difference? | 

Mr. Extot. Then, take Massachusetts, from which this news- 
paper man came, Let us say they pass « State law there requiring 
every employer to provide & percent i. his pay roll until he builds 
up a fund of $100 per employee. This man owning the newspaper 
in Brookline pays 6 percent of the pay roll the first year and it amounts 
~ to $100 per employes, The next year the State says: 


Pag ht A Ae have a Eood fund and you b ve not had anyone unemplo ed 80 


n pa 
any more into your fund until r pian : 


Mr. Extor. The 6 pergent wes, as 

nat rk, I think, ‘T hey 
had been made that 2 percent would raise a fund whic we ald y 

entitle 4 worker to a small amount of bonefitse—so anal that some Me ft Mies 


the amount of relief it would give would be too amall in contras 
@ wages the man had been earning, ==. 
Most of the bills, 48 Mr Andreys testified, provide for 3 percent. 
Tho Now York bills, I th "3 aré all 3 percént, the ones that are now 
being fought for in ‘Al any. Oe Se ee et ee 
Mr. Frear. Did you discuss this with the employers of industrial 
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Mr, Extor. Yes; with several of them. Mr. Swope testified. 
_ He felt that 6 percent was too high; he later said that 2 percent was 
more reasonable, and that industry could stand a 2 percent tax. 

Mr. Filene, of Boston, whose business is the operation of a number 
of department stores, where the percentage of labor cost is rather 

h, said that industry could stand a 5-percent tax. 

r. Draper, of Hills Bros., of New York, said industry could stand 
either 3 or 5 percent. 
Mr. Folsom, of Eastman Kodak, said he favored 2 percent, partly 
because they had built up a fund in their plant at that rate. 
Thea ent for going down as far as 2 percent was presented b: 
- geveral witnesses on the ground that the sreenten in Wisconsin 
as low as that; but it was that low because Wisconsin was being put to 
a competitive disadvantage by any law whatsoever, and that would be 
done away with by the passage of the Werner bill. 

Mr. Frean. Has the question been raised at any time as to whether 
or not a time should be fixed in advance instead of at the time of the 
passage of the bill? 

Mr. Extor, Yes, sir; the bill so provides. The taxable year would 
not even begin until July 1935, so that the first collection of the tax 
would not be made until July 1936. ; 

Mr, Reep. Mr. Lewis was just seeking information, and I, too, 

‘should like to know one or two things about these matters. I have 
not heard all of these proceedings because I have been engaged on the 
floor of the House. 

Do you feel now that you have all the information you should have 
before starting off on a program of this kin ; 

r. Exot, Well, sir, the answor to that question, I think, is 
this: That sufficient studies have been made; the report, for instance, 
of the Senate committee 2 years ago came out in a volume about this 
thick lindicating). 

_ Mr. Reep. That is what I had in mind. It came out; but appar- 
ently, from the testimony, the Senate, after great study, seemed to 
have arrived at quite a different course of procedure than that we 
‘are herd recommending. 

Mr. Exsor. At that time, Mr. Reed, I think that not only was 
there 2 more conservative philosophy abroad in the land, more ~ 
inclined to let well enough alone, but the depth of the depression had 
not been reached; it was still being said that prosperity was just 
around the corner, and the feeling, 1 think, was influenced by the 
approach to the proposition. Even so the committee advised Federal 
ussistahce to unemployment insurance by income tax deductions. 
~ Mr. Cooper. When was that inyestigation made? 

_ Mr. Exton, Three years ago, I think it was. ; 
Mr. Cooper. Who were the mienibers of the committee? 
Mr. Exsor. They were Senators Hobert, Glenn, and Wagner. . 
Ble COORER: Over what periéd of time did the investigation 
— extén oe. 
- Mr. Exton. I think they had hearings on at least 8 or 9 doy. 
me | Biles that from the very voluminous report of the hearings which 
~Thavé lookéd at. > ~ 0 pe nn ee 
Mr. Cooper. Did they have a bill under consideration? 
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Mr. Entor. I think Senator Wagner later introduced a bill, which 
would in effect contain provisions somewhat similar to this bill, pro- 
riding for a deduction from income tax of payments to unemployment 

surance. 

Mr. Coorer. How did it happen that a bill pertaining to revenue 
could be handled by the Senate instead of by the House? 

Mr. Extor. I am sure I do not know. 

Mr. Cooper. I am trying to get information. 

Mr. Extor. I think it was a Senate resolution passed merely to 
appoint a special committee to investigate the general problem of 
unemployment insurance. I do not believe the committee was tryin: 
to make a report. Senator a se did have that bill in mind; 
think, as a matter of fact, that bil] grew out of the testimony. I 
may be wrong, but I think the bill came after the hearings rather than 
before them. 

Mr. Cooper. You mean the committee was appointed to hold 
extensive hearings to determine whether or not another committee 
should be appointed to investigate the facts? 

Mr. Exsot. No. This subcommittee was appointed to study 
unemployment insurance. 

Mr. Coorer. The committee reported adversely? 

Mr. Euior. The committee reported that income tax deductions 
be allowed and further study made. Senator Wagner dissented, and 
produced a bill which did not get anywhere, 

Mr. Reep. I think the record should show very clearly just, what 
was done by the Senate and by our old Judiciary Committee, and upon 
what they based their findings. 

Mr. Cooper. I think so, too. 

Mr. Lewis. The Judiciary Committee of the House? 

Mr. Reep. That is what I understood last night. 

Mr. Lewis. I did not understand so. ; 

Mr. Enror. I remember that Mr. Gall was testifying about the 
first. Child Labor Act back in 1915 or 1916. 

Mr. Reep. What I mean is that any information that Congress 
has already procured should be made available for this commit 
now, because this is a very important eulleey and ff they have made 
definite findings we ought to have a record of it. 

Mr. Entot. Mr. Lewis, may I answer Mr. Reed’s earlier question 


more completely? 
‘This bill, as have said, does not really go into the kind of system 
. that each State should set up, but the State commissions have made 
- exhaustive reports. The Ohio commission was in session over 4 year, 
as Miss Magee, from Ohio, has testified, and went over the subject 
with great thoroughness. They published very exhaustive and inter- 
esting reports; ustially the commissions have recommended specific 
legislation as a result of their studies. We have ve a year, before 
this act gots into effect; and there are all these other States which will 
have the benefit of the very complete studies which have been made: 
y.soven of the States. 
‘ ie REED: These studies made by the States were purposely con- 
.. ducted as 4. 
towards Federal legislation, were they? 
r. Enxsot. No, sir; but, of course, they went into the whole 
problem of European systems and everything else. 


basis for. State legislation?.. They. were. not pointing -_. a 


investigating it from that view, t 
n 


tag. _pessed, wo had Stato tax lows on that aubject in all the Sta 
nion except three. Tho law was thon passed and the present sys- - - 


é 
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‘Mr. Reep. Yea that is right. But I was just looking at it from 


the Federal end of it, because we ought to know. If they were each 


8 piopesiton might be a ve 
different th e. You would have 48 laboratories, each working it 
out from the line of their particule industries and the general social 
set-up of those States; and what I am anxious to have now is to pro- 
cure for the committee all possible information. Since we have 
started our work here, investigations by Congress have been made for 
which much money has been expended. All the information de- 
veloped by these investigations should be presented to this sub- 
committee before the subject is considered by the full committee. 

Mr. Lewis. The reports were presented by Mr. Gall last night. 
: pie aoe However, if there is any further information, we ought 

o have it. 

Mr. Enso. I think you can get hold of the report of the Senate 
committee. I do not think there has been an actual study of a 
Federal unemployment-insurance scheme, nor would such study be 
of benefit here. 

Mr. Lewis. The development of the matter would seem to be as 
follows: A.number of States have come to the point of considerin 
the enactment of State legislation to deal with unemployment relief; 


-excepting one State, they have all concluded that they could not 


impose the burden on their manufacturers without developing dis- 
advantages for them with relation to competitive manufacturers in 
States in which like burdens were not imposed. ; 

Now the subject comes around to us because people, making that 
argument sincerely, of course, have driven the subject here; and what 


-{s proposed to be done here, in effect, is to pass an authorizing act or 


& qua ifying act for the respective States. 

fr, Frear. Would it not be useful to us to have the proposals of 
these seven States of which you speak? If we could have that infor- 
mation—not to enter into the record, of course, because it probably 
would be too voluminous—I think it would be proper to present it at 


-~ the time wo consider these measures. 


M¢. Ensor. Dr. Andrews, I think, has already sent a brief summary 


of the various bills introduced in 27 States. Ono witness today, 


incidentally, said that Wisconsin had a law and Massachusetts had a 
It and that was all. He was unfortunately in error; there are 65 
is introduced in 27 States. 
_ Mr, Frear. What I desire is not so much tho bills themselves as 
the information obtained of the workings of such plans. 
Mr, Entor. I think I can bring the Ohio report, the Massachusetts 
report, the Wisconsin report, and some others. 
Mr. Cooren. Mr, Lewis, may I ask one or two questions? 
I understood you to draw a comparison between the subject under 
consideration here and that of the estate tax. 
ir, Exior. Yes, sir; ns far as tho constitutionality of the bill is 
concerned. 
Mr, Cooper. Yes. ; 
ow, as I recall, at the time the Federal estate tax legislation was 
tates of the 


tem camo into existence} that is correct, is it not? 
Mr. Enior. Yes, 
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Mr. Coorer. Now, just looking at this problem for a moment 
from that viewpoint: On this subject now we have this type of legis: 
lation enacted in one State of the Union, have we? 

Mr. Extor. Yes, sir; one. 

Mr. Coorer. That is the State of Wisconsin. 

Now, none of the other States has thus far enacted this type of 
legislation. What would be your view as to whether or not the 
country is now ready for this type of legislation, judging from the 
estate tax experience? 

Mr. Extor. Well, I do not think the comparison is a useful one 
except insofar as the constitutionality argument is concerned., How- 
ever, as a matter of policy I wish that I had the testimony of Dr. 
Andrews here before me. Quite a number of these bills in the various 
States have been passed by one House and failed by a small margin 
in the other; for instance, take Maryland last year. As Mr. Lewis 
said a moment ago, the argument that almost always sinks tho bill 
in the second House is that you must not pene, any of the manu- 
facturers of the State to the extent which this bill would handicap 
them; that if you had the provisions incorporated in similar bills in 
all the other States, it would not matter; but this way you will have 
- driven industry out of the State. 

Mr. Coorgr. I am just trying to got information on the matter, 
and I believe you also said that the law had not actually gone into 
effect in Wisconsin. 


Mr. Extor. The law has been passed; the operation of the law has 


cheery postponed, just as the operation of this law in this bill is to be 
postponed. 

Mr. Cooren. It has not become effective? 

Mr. Exsor, It becomes effective in 3 months. 

Mr. Cooper. The tax has not yet been levied or collected? 

Mr. Extor. Not as yet. . 

Mr, Cooper. And there has been no experience under the actual 
operation of the act? 

Mr. Entor. No, sir. 

Mr, Frean. Do you feel that if this bill or a similar bill should be 


passed, its passage would quickly bring the legislative bodies into line aaa 


on some form of insurance? 
Mr. Ettor. I think it is likely, certainly so in those States which 
have come very close to passing unemployment-insurance bills, like 


Maryland and like Minnesota and Massachusetts, like New York, - 


where it seems likely to get through even without the impotus given 
by this bill; and I niay say, also, that the King bill in Massacliusetts, 
at this time, seems very Ikely to go through, as Mr. Willard here 
testified last night. 

Mr. Resp. What tax is that? See 

Mr. Exsor. Two percent; that is modeled after the Wisconsin 
law. If the tax were fixed at 3 percent, I think the majority of the 


Stafes would act quite promptly-—although that is guesswork on my — | = 


art—and if I were an employer, 1 should be inclined, I think, to 
eep the money in the State instead of sending it to the Federal 
Government. ' 


em 


4 
xs 


- .-Mr.-Regp. But this would be prectically foreing. them into it. nor 


Do you think that would be preferable to the law in the other States? 
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Mr. Ettor, I think so, because of two reasons: First, the argument 
about obsérving the workings of the law would mean a lengthy post- - 
_ ponement: For instance, the Wisconsin benefits will not be paid until 

they have built up the funds—for instance, over a year and a half 
- from now—and by that time the zealy good time to start the system, 

when business is getting better, wil perhepe be gone. The other 
argument is that the States have been holding back not because of 
the desire to watch another State but chiefly because business was 
being driven out of Massachusetts, for instance, as they said. 

Mr. Frear. May I ask whether any of the national platforms last 
year contained allusions to this subject? 

Mr. Etror. Yes, sir; the Democratic platform had a very short 
statement saying, “ We favor unemployment insurance by State laws.” 

Mr. Frear. In view of the fact that in these foreign countries the 
employees raise a part of the tex and in this country, so far as I can 
learn from what you say and what the other witnesses say, only 2 
percent—and in one case, 3 percent—has been placed as the highest 
figure, what do you think would be the effect of putting a 6-percent 
tax or anything like that amount, on the general public? 

Mr. Ettor. Mr. Hutzler, from Baltimore, is the only witness who 
brought out a point that has bothered me a little. Itis this: That if 
you have a 5-percent tax, you are rather discouraging the proponents 
of the joint contributions; because when you have a 5-percent tax 
labor men—workers—are likely to say, ‘That is a good, big fund 
you are building up; we do not have to contribute.” oo 

Whereas in Ohio their bill has a 2-percent tax on Sm peyers: which 
would not build up a really adequate fund for substantial payment— 
and there the employees are to make general contributions at the rate, 
I think, of 1 percent of their pay. If you get up to & percent, I 
quite agree with Mr. Hutzler in believing that you are taking support 
away from the Ohio plan, because you are strengthening labor in their 
position in saying, “We do not have to contribute.” _ Whereas, if you 

- eut own to 3 percent, then labor says, “ Ve want a bigger fund, an 
will contribute.” 

So the Ohio Federation of Labor is favoring the bill which con- 

templates employee contributions. 

Mr. Frear. What would be the effect of changing to the lower 
‘rate the 6-percent rate provided in this bill? - 

Mr. Lewis. Could the minimum required by this bill be handled 
by a 3-percent tax in times of ordinary chronic unemployment? 

Mr, Extor. I think perhaps it could. I beliove that under the 
Wisconsin benefits, when you cut down to 2 percent—of course, t 
is all guesswork—the best they can do—ls to obtain benefits of not 
more than $10 for 10 or 12 weeks. The Wisconsin minimum is $5 a 
week, but the benefit might be $10 a week for only 10 or 12 weoks— 
and that is only a couple of months. 
Mr. Lewis. You mean that is the average of all of the State bills? 

Mr. Exot. No; only Wisconsin. i. rg 

Mi. Lewis. About $10 a week for 10 weeks? 

Mr. Ettor. Yes; $8 or $10 a week for 10 weeks, and the minimum 
is lower than that. . I am going a little above the mininium. There- 


fore, I think that 2 percent would, perhaps, be discouragingly low; 


3 percent would have more merit. 
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Mr, Cocuran. Mr, Eliot, did you refer a moment ago to the State 


fedoration of labor in Wisco 
Mr. Exs6t. I meant to say Ohio. 


Mr. Cocuran, Did you say that federation is in favor of em-. 


‘ployee contributions? 

Mr. Entor. Yes; it is favoring that bill out there, and the Wagner- 
Lewis bill. The State federation of labor in New York has recently 
been converted to favor the plan advanced here by Messrs. Epstein, 
Douglas, and others, for joint contributions. 

Mr. Cocuran. Joint contributions in equal amounts? 


Mr, Exior. No;.I do not think it provides for equal amounts; I 


think it is 2 to 1. ; ; 

Mr. Frear. I think that if you vould get information from the 
pier States, we might get some light on the matter that we should 

rave. 

Mr. Lewis. Mr. Andrews has promised to place the information 
before us, and also provide a summary of their provisions. 

Mr. Ettor. He has promised to summarize it. ; 

(The following statement was submitted by Mr. Eliot:) 

This bill lays an excise fax on employers, the basic subject of the tax being the 
privilege of employing, and its measure being pay roll. Offsets are allowed for 
contributions under State laws. The excise tax, the measure thereof, and the 
offset provistons are all clearly constitutional. 

The power to im excise taxes is specifically granted to the Congress by 


articlo I, section 8 of the Constitution, and the all-inclusive nature of that power 
Court. As Chief Justice Chase 


¢ ¥Y 
number of States, than the pupae ve this power to Congress, as to the taxa- 
. 


sees fit to impose a capitation, or other direct tax, it must be lafd ie Proportion 
excise 
must bo uniform throughout the United States. ‘These are not strictly limita- 


xation, except rts, and may he appl 


a S 
to every object of taxaffon, to w tc it extends, in such measure as Congress ttiay’ 


determine.” : 

At other times the Supreme Court has upheld a great variety of excise taxes. 
In Pacifie Insurance Co. v. Soule (7 Wall. 433, 443), it was observed: 

“Congress may prescribe the basis, fix the rates, an avi as it 
may deém proper. Within the limits of the Cons itu is supreme in its 
action. No power of supervision or control is lodgéd in either of the other 
ceparteet of the Government.” er 

And after referring to thé ‘express limitations as to uniformity and articles 
ex arted rom any S pte the court remar 
"With these exceptions, t is, fl 
_ Soin the Ldeanss Tax Cases (6 Wall. 462, 471), [t was sald: 

‘Tt ts true that the power 0 to 
given fn the Constitution, witl 


Congress to tax {6 & very extensive power, It fe ~ 
only one exception and only two qualifications, 


ie? S 
P i: 
Lanny ort, aiden eae ent a 


d require payment as it - 
fon tt rit 


ked (p. 44 
he exeroles of thé ae is in lrespects, unfettered.” 


i a 
fiers 


Slate Pee (108 U8 U: i fad 5 uthorities theré cited).’ 
tis tot that th 6 éxcise tax iteolt is proper and that {t does not violate 
tho intfod 


73 US. 4 Patton v 
Ves Us 8. 3 pases Sugar R Yi Brady (184 a a a 


young C 


“one hand it does no 


Z n 
i Ay ie3 bh a 13 a emt his eS v. Kan 


sett 
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6 dng of uniformit ormity. rh ted, and 
thy ¢ reaches over eu 


her Prperel nh ox¢els ch dae wers rots nobel by the the Coury oees Knowlton 
n SI 
$3 U.S. 897), Flint v. 


08). 
It Bb h res ngte tk that 1093 Congress levied an excise tax on employin 
woy of and e the tax was held Invalid on other grounds. the 
jupremé Court. ena’ = ort with tho idea a levying She - sere on such a 
subject. If Chief Justice Taft and the Supreme eved that an 


sper im oat mot tas ox ifr ate by it must impose direct tangs by bie rule of 


~ excise on this subject was unconstitutional, they Beet gir haee eae so promptly 
. and disp of the case without further argument. ston and thet held the tax 


he distinguishing 


fsent Such an argument can carry nytt ne i An exactly simifar 

argument was disposed of in Knowlton y. Moore §.10, and in Flint v. 
Tracy Co. (220 v= 108, at 168), where the 

Bu it is insisted, this taxation is so unequal and padres in the fact that it 

usiness when carried on by a corporation and exempfe a similar business 

w Ls carried on by a partnerehip or povate individual as to place it beyond the 

authority conferred upon Congress. we havo seen, the only limitation upon 


bea authority confe red is uniformity e layi laying tt the tax, and uniformity does not 


he equal application of the tax to rsons or corporations who may 

oot a >this £8 operation, » but is limited to acoeraplilesl uniformity throughuut 
n 

i In eee excise taxes the most ample authority has been recognized from the 

beginning to select some and omit other possible subjects of taxation, to select 

one calling and omit another, to tax one class of property and to forbear to tax 


* another,’ 


os also, McCray v. Untted States (195 U.S. 27), Billings v. Untted States 
eal’ the last case, at page 282, the Court, speaking through Chief Justice White, 
been conclusively determined that the eeauirenene of uniformity 


, which the Constitution hiaposes upo n Congress in in ve seve of excise taxes is not 


an intrinste votformt 


~ Ganpany (220 U.S. tl i A (cae v., onted. ted pee a nee os fint y. ‘fiona Trocy 


U.S, 41) 


wotslion Vv. 
a oiher ver beyond dispute that the Constitution 
Sot st “destructive, thee Prd 


bee the powers which it confers on the 
mamedla take away o on i others shat j that is to say, that the 
ty to tax which fe given) ja express terms is not limited or restric by 
th 7. au juent bpovislons lions of the petitut on or the are dments there 
due pt clause of the fif amendment. AfeCray v. erates 


} at t rei as teen all em loyers P thal geo & reasonable | i 
cat on a ually u m ré ‘ 
rte areal e tax the emplo vera pa ie fh * etka or the pay roll 


iteolt mee be an media a Ee of sxat on need not bé argued, ubieg the 


za. } snd Crea of W cory heat Co. prthen orn by corpor. hive - abet fe ts 
: o 
pigperty ftosif was ontateie th tate and hed corpora Biope by the 
som bow to the ¢ get | hie the offse revisions haye Lipo a const tt. 
bill.” mple ahd 6 Alon auth onity making ¢ abtin- 


0 
tly ¢ aear at the tax, | fncluding tite offeet Pv 


' < {Mem 
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It is valid eyen tiga h a urpose of includin ia gieet tovisions { 
ends than the in ng of revenue There fen is n A sont tutle 


8. Ps eCr. 
ee supra, the tax on nut de ne colored to look like butter was artly 
for the purpose of raising revenue; but its ress atta was to eral cons 


exarapt ee of taxes with a social pu are almost gee suffice it to 
men ys 
The Child Labor T. suptay , was decided on grounds that havo no bearing 
here. There the exten was wee lor ed on the privilege, . employing children, bu the 
amount of the tax had really nothing to do with the employing of children. 
flat 10-percent tax on net profits was eeedboly a every empio yer employing 
enild labor. He anny have employed one child or a thousan uel his tax was the 
The measure of the tax was so obviously unconnected with the subject 
of the tax that the Court decided that it could not in fact be called an excise tax 
at all, but that it was really an act to penalize em pdag who employed & child. 
It was in effect a penal law, making employment of child labor virtually a crime. 
present tax could not possibly be called penal; 3 one of its purposes is, in fact, 
to benefit the working people, rather than to penalise their employment. The 
measure is adapted to the subject: no arbitra hides x {s imposed on the act of 
employing, regardless of how many are emplo but rather the tax is measured 
hat amounts are pald roportionaliy roug fy. to the number em mployed A 
child labor tax was an attempt by the ral Government to punis b something 
which most States had not called en he in the browne tax thero is no attemp 
made by the Federal Government to replace State action. 


f course it ds true that one purpose of the present bill fs s to encourage. ne 


enactment of per ed to, aiminateo insurance laws. The crediting, or re eet . 

nate obstacles which have hitherto impeded the 

passage of such ee and possib iy to give employers more of an 9 inpede cane 
eeprorere Ki support such legislation 

ar pe ly true that this purpose ‘of encouraging State action through allow- 

gat egainst the Spee is constitution 


of the Reveane ‘rad of $86 (4 , (ee Bt Stat. 9, 69770), imposed certain | 
ollo 


graduated Foheditance i subject to the f provision: 

he tax imposed & y this sceton shall be cre with the amount of any 
tory ct inheritance, legacy, or success! on taxes actually paid to any State or Te 

or the District 


tate. The crea fi owed by th i subdivision shall not exceed 80 per centum of 
the tax impos his relating and shall include only such taxes as tv reactually 
ad and real ther or claimed within three years after the filing of the return 


u "304. 
Fequired © constitutional pave oviston was upheld in Florida y. Afellon (278 
US. %, | in a he opint fon wel tent b , Mr. Justice Sutherls erland, an Gannon? 
urt, Because the vaildt ty of the o cP rovistons in the fs 
ae bill is eae on this decision, it is well to go more full ly into the inhert 


tay wile onatid d depend upon templated action is aie covets ral'States to crits it 
hiform in foree and effect. ull requires that an excise tax law, 
be unit form throughout the United States. 

estate-tax provision of the Revenue Act of 928 was ‘esis to ¢ 
States nto Ago dopting estate or lohorttance tax laws. If Congress could rebate 
Beate not tn just as lega — rebate 1 raccantits of thé tax, an a8 
tate not km Ing & tax of this kind would be the only State peyig auch & 
tax to th state yi) men “gore 


saree Be  Piislnoas rom th out den. 


[ 
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death § wer of 

citisend. Florida ra her rovetiye from other aourees ¢ n dea duties i 
come taxes. A majority of ¢ tes have com 

ida to pay death dutie y OF extato 08, for the 

err ; uties or eata 


control the internal 


Otherwise t , ) the State in an 
pith tho powers deleguted to the ned Blas or inhibited to the State, by the 


netitution. Texas v. Whtte (7 


E as not to obtain revenue from the tax- n 
estates in Florida, but to nullify a constitutional provision of the State. Po yf . 
Farmers Loan & Trust Co. (157 U.S, 429). * * 

“Tn present case we have an act of Congress operative in Florida, against 
the wilt of th 


And yet the Supreme Court unanimously upheld the offset provisions. Said 
Mr, Justice Sutherland: 
“The contention that the Federal tax is not uniform hecause other States 


.-[mpose inheritance taxes while Florida does not, is without merit. Congtess 
e 


cannot accommodate its legislation to the conflicting or dissimilar laws o 
several States nor control the diverse conditions to be found in the various States 
which necessarily work wnlike results from the enforcement of the same tax. 

that the Constitution (art, I, sec. 8, cl. 1) requires fs that the law shall be uniform 
in the sense that by fits provistons the rule of Hability shall be the same fn all 
par's of the United States.” 

In Florida v. Mellon we have a decision enabling us to reject without further 
argument the contention that the offeet provisions in the present bill may be 
gaconetuonel. In the Cong tution itself and In many decisfons of the Supreme 
Court interpreting it we find the power of the Congress validly to levy a tax such 
&s the one proposed here. There is uo need to argue that this is a time of emer- 
gency; there is he possibility of arguing that this {s a temporary measure. As 
permanent tegistation, its validity is secure.” We need feel no doubts as to the 
constitutionality of the present bill, 


BRIEF SUBMITTED BY. EDWARD T. DEVINE, REPRESENTING 
NASSAU COUNTY OIVIL WORKS ADMINISTRATION OF NEW 
YORK STATE _ 

My interest {n unemployment. {nsurance was first aroused when in 1910 or 
1912-—-more than 20 years ago—I hap ed to be in England at the time when the 
prnmen of the i 1g its remember, 
our leading indtisteles, coal mining and hip building among others, because 


fi e Fed 

ring the last 2$ years I have had an opportunity in the administration of 
workrele ahd ivil works in Nassau Couint. * Ry to get very vivid Impressions 
an ‘ formulate very definite ylews about the need for unemployment insur. 


- tice In this « untry. ane 
- We tausat, not ecelve Qyreelves. What we need fs not a new name for work 
rolicf or for home 


rétief. What we need is insurance—a fund adequate in amount, 


_ Accumulated fn advance, and safely administered, to provide during 4 petlod o 
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enforced idleness in any industry. A substitute for wages, you may call it 
dole if you ike, I you do that Wo will soon Ieee lta t 4 ble ¢ Cong tion, 
as it has in land. { ie the pate w ich that au our 
Fa. itioe nefit, like an out-of otk benefit of a trade union, or an indemnit 
-for a fire loas, or an automobile aceldent, oF & death Lesieonty om ia it . 
Ly 
words it is insurance and not Jolief} nd as far +f fi point ooucerned it makes 


person need o He is amply an insured worker, drawing a compensa- 
fon benefit while unemployed as an implied if not expressed feature of his wage 
paatl pe as an ineldent of his status as a wage earner, for the time being un- 
em ; 

ain not discussing, because it is not germane to the principle, the amount of 
the benefit, or the duration of it; the conditions, the safeguards, the waiting 
time, the administrative features, I simply testify that relief—even on the gigan- 
tic scale which we nuw witness—is not enough, and it is not the right way to 
meet the need. 

Now thie bill as I understand it is a recognition of the soundness of the unem- 
loyment insurance principle on the part of the Federal Covernment; a recogni- 
fon of the national character of the normal competition in industry; a plan, and, 

I think, an excellent plan for preventing the penalizing of any State for the early 
adoption and the adequate maintenance of a sound progressive system of tinem- 
ployment insurance. It imposes a tax on all employers with a Pay roll of any 
significance and puts the result of that tax at the disposal of the State—if the 
State has a good insurance system. What could be simpler, more sensible, more 
equitable and just, and more calculated to expedite the rapid development of a 
good insurance system on a national ecale? 


LETTER FROM ELIOT A. CARTER, REPRESENTING NASHUA 
GUMMED & COATED PAPER CO., NASHUA, N.H. 


Nasnva, N.H., Afarch 16, 1984. 
Hon. Davin J. Lewis, 
House Office Building, Washington, D. C. 
Dear Conoressman: I am much interested in the Wagner-Lewis unemploy- 


ment reserve bill from two viewpoints—one as an official of a manufacturing 


concern, the other because of membersh{p in a commission appointed by the 
overnot of New Hampshire to look into the problems of tmemployment reserves, 
The opinions which I express in this letter are purely personal and fn no way 
reflect any official viewpoint. 
am in sympathy n principle with unemployment reserves, I also believe 
that any Federal enactment which will ¢ i States to generally pdopt similar 
rovistons is correct in this particular kind of legisfation. Unless this were done 
t would Place undue handicap on manulagtuters or other employers in States 
wien had legislation of this sort as against States which did not have such legis- 


ing ral or State leaislat oh, manu. 
facturers are compelied through taxation to add too greatly to thé cost of their 
was enacted. 1 need only remind you that during the pas year through provi- 


sions of the N.R.A. atid compensatory taxes imposed on 1 
of the benefit of agriculture, there has already 


As between 4 ayatem of unemployment reserves and old-age pensfon for in 
dustry, T believe the latter woul ( vé in 


solving th 
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appv ment problem. I think pensions would tend to take men who were no 
suited to work out of employment, where they would then be provided for, an 
leavé more openings for younger persons. It would seem to me that by placing - 
@ tax of 5 percent on pay rolls for the purpose of unemployment reserve you are 
tending to make less possible of early fulfilment a plan for old-age pensions. 

My suggeation would be that any employer who complied with a State law 
similar to the so-called Wisconsin act would be exempt from the pro Fedeval 
tax. This act, as I understand, calls for a maximum of 2 percent of pay roll, but 
with a diminishing amount to be set aside provided the reserve of that employer 
was kept up to a certain standard. ; 

Aesuming that the unemployment reserve tax under the Federal act was kept 
down to these limits i¢ would probably permit a Federal tax of approximately 
3 percent on pay rolls for the purpose of establishing old-age pensions. This cone 
tribution, together with provision for a like contribution on the part of employees 
oe in the course of time provide adequate funds for a moderate aystem o} 

nsfona. 
per or reasons above stated, I hope that the limit of tax under the Wagner-Lewis 
dill will be substantially reduced. 

Very truly yours, 
Nasuva Gummep & Coatep Parser Co., 
Lior A. Canter, Treasurer. 


LETTER FROM ELISABETH CHRISTMAN, REPRESENTING THE 
NATIONAL WOMEN’S TRADE UNION LEAGUE OF AMERICA 


Wasuinaton, D.C., March 24, 1984. 
Hon. Davin J. Lewis, ‘ 


House Office Building, Washington, D.C. 

My Dear Mr. Lewis: The National Women’s Trade Union League of 
America represents the organized working women of the country. Our mem- 
bership numbers more than 500,000 persons, most of whom are wage earning 
women. 

In the name of this large group of citizens we urge your committee to act 
favorably, on ene bil &. 2616 which will help to protect workers from the evils 
of unemployment. 

For many years, the Women’s Trade Union League has su ported the principle 
of unemployment insurance. As workers we know from bitter experience the 
horrors of unemployment. Not only in the present emergency, but also in man 
periods considered normal, the fear of unemployment has hung over us. Wo 

ave tried through voluntary organisation to meet, in some measure, the suffering 
that maenpls ment brings to our membership. 

Our best efforts have availed little before the magnitude of the task. No 
matter how great our will to work, how pressing our, necessity to earn, most of 
us have known times when we could find no work, and when our personal and 
joint reserves were exhausted. We know that {ndividuals cannot meet tho 
evils of unemployment. The Nation must consider it a social responsibility. 

It has alwaya been the viewpoint of the league that relief of unemployment 
should not be an emergenoy measure but should be an integral part of a planned 
national economy. For the first time in our history we are on the way to organize 
such an economle plan. Our organization urges the passage of the present bill 
step toward a more humane and equitable soctal order. 

The Women’s Trade Union League recognizes the value of leaving legislative 
action such as this to the various States, but from our experience of many years 
in working for other necessary State laws, we know how slow this process [s, and 
how varled the worth of the result. We wish to go on record as endorsing tho 
bili now undér consideration, as well as the prinelple of unemployment {nsurance, 
because we believe it vital that the Federal Government provide such impetus 
and control {f unemptoyment insurance worthy of the name, is to become a 


ty. 
Very respectfully youre, 
Exvieaneta Curistuan, 
Seerelary-Treasurer. 


7 (Thereupon, at 4:30 p.m., the subcommittee adjourned, subject to © 
callofthechairman.) — - 
x 


